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WORLD NEWS 

IRA rejects new 
UK government 
blueprint for 
peace in Ulster 

The Irish Republican Army 
rejected the British government's 
latest proposals for peace in 
Northern Ireland and warned the 
plan was creating a crisis. Its 
statement came as another m a n 
was shot dead in a loyalist area 
of Belfast. Page 14 

islands probe welcomed 

An expert on international finan- 
cial crime welcomed the UK gov- 
ernment's renew of regulation 
on Jersey. Guernsey and the Isle 
of Man, but drew' sharp distinc- 
tions between the three offshore 
centres. Reports, Page 8 

Steam dolma in Ukraine 

Campaigning for the Ukrainian 
parliamentary elections in March 
is increasingly being dominated 
by claims and counter-claims of 
official corruption. Page 3 

Clinton dairies affair 

US president Bill Clinton denied 
allegations that he had an 
"improper" relationship with a 
former White House intern and 
then asked her to deny the affair 
under oath. Page 5 

Italy's state TV chief quits 

A crisis in Italy's state broadcast- 
ing system. RAT emerged with 
the sudden resignation of chair- 
man Enzo Siciliano. Page 2 

Setback for Algeria mission 

A European Union mission which 
went to Algeria with law expecta- 
tions, returned with no tangible 
results on ending the country's 
bloody conflict Page 4 

Moscow boosts tax collection 

The Russian government aspects 
to boost tax collection by 10-15 
per cent over the next few 
months, finance minister Mikhail 
Zadornov said. Page 2 

Pope speaks up for Cuba 

Pope John Paul said en route to 
Cuba for his first visit that the 
US should change its 35-year eco- 
nomic embargo against the coun- 
try. Exiles seek miracle. Page 5 

LBHnsalum for Romanian MPs 

Romanian prime minister Victor 
Ciorbea challenged parliament 
either to pass a vote of no confi- 
dence in his government or con- 
tinue support for his reform pro- 
cess. Page 2; Editorial Comment, 
Page 11 

Arafat bills talks 

Palestinian Authority president 
Yassir Arafat is due to meet US 
president Bill Clinton in Wash- 
ington today with little expecta- 
tion of a breakthrough in Middle 
East peace talks. Page 4 

Cook praises Hong Kong 

Hong Kong has made a success- 
ful start to its transition from 
British to Chinese sovereignty, 
British foreign secretary Robin 
Cook said. Page 6 

Thai ear workers In clashes 

Car-parts workers in Thailand 
clashed with riot police during 
protests against cuts in tradi- 
tional year-end bonuses. Page 8 

Harare acts over food prices 

Zimbabwe said a cabinet commit- 
tee had been set up to prevent 
food prices from reaching “unaf- 
fordable and unrealistic" levels. 
Page 4 

Mgsrian army arrests 50 

Nigeria’s army held more than SO 
suspects after an alleged plot to 
overthrow military ruler General 
Sani Abacha. 

12 kBIod In mine coUapso 

At least 12 min ers died and oth- 
ers were feared trapped after a 
cave-in at a gold mine in 
north-west Colombia. 

Ra mp a gi ng crocodiles eat 20 

At least 20 Congolese were eaten 
after crocodiles left the Biima 
river and took to the fields north 
east of Kinshasa. 
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European share 
buybacks more 
than treble to 
$47.2bn in 1997 

Share buybacks announced by 
European companies more than 
trebled to £J7.2bij last year from 
$i-L2bn in 1996, according to a 
report by J.P. Morgan. 

Page 12 

Lonrho, UK conglomerate, ruled 
out a takeover of JCI, the South 
African mining group, but plans 
to buy two of its businesses t or 
about £3U0m <$490m>. Page 13 

Banco CspaAoi de Crfedito of 
Spain announced 1997 profits up 
26.4 per cent at Pta3!.lbn 
(S20l.94m>. Page 17 

Volkswagen, German carmaker, 
is to maintain its S3bn invest- 
ment programme in Brazil 
despite warning about overcapa- 
city. Page 13 

British Airways suggested to the 
European Commission that it be 
allowed to phase in its proposed 
alliance with American Airlines. 

Pag* 4 

PofyGnun, controlled by Philips, 
the Dutch consumer electronics 
group, is believed to be consider- 
ing opening Europe’s largest 
visual effects unit in London. 
Page 7 

SOS-Thomson Microelectronics, 
Franco-Italian semiconductor 
manufacturer, reported a 35 per 
cent decline in annual profits. 
Page 17 

aba Speciality Chemicals of 
Switzerland outbid Hercules of 
the US in the auction far Allied 
Colloids, patting a price of 
£L42bn (£L31bn) an the UK 
water-treatment additives 
producer. Page 13; Lex, Page 12 

NastM, the Swiss food company, 
increased sales 16 per cent to 
SFr69.9bn ($46.6bn) last year. 

Page 17; Observer, Page 11 

Agco. US tractor manufacturer, 
warned investment at its English 
factory could be hit if Britain 
stayed out of a single European 
currency fra- too long. Page 7 

Stares Hi GOT, the UK 

advertising and marketing group 
lost more than a third of their 
value, falling 80p to finish at 
123'Ap. Page 18 

Peugoot-CttroSn, the French 
carmaker, unveiled a sweeping 
reorganisation designed to cut 
costs and revitalise its two main 
brands. Page 17 

Samsung, the South Korean 
conglomerate, plans to turn itself 
into a focused international 
group, with its accounts prepared 
to global standards. Page 13 

First Pacific, Hong Kong-based 
conglomerate, said it was not 
seeking a majority stake in San 
Miguel, the PhtMopine food and 
beverage group. Page 16 

BankAimrica lost $218m in Asia 
last year, following a profit of 
S224m in the region in 1996. 

Page 14 

Booing, the US aircraft maker, 
said it would take a fourth-quar- 
ter charge of $1.4bn before tax 
following its acquisition of 
McDonnell Douglas. Page 14 

Proctor A Gamble, US personal 
care products maker, said Viet- 
nam's central bank had ordered a 
freeze on new lending to its local 
joint venture, forcing it to default 
on existing borrowings. Page 12 

Compaq Computer of the US 

reported quarterly earnings 
ahead of expectations while 
Texas Instruments fell short 
Page 13 

Catorpfflar, US construction, 
mining and agricultural equip- 
ment manufacturer, warned tha- 
t Asian d eman d was likely to "fell 
significantly”. Page 14 


IMF seeks to calm Asia fears 

Risks of ‘contagion’ from financial crisis limited, says Camdessus 


By Lionel Barber in Brussels 

and Gerard Baker In Washington 

Michel Camdessus, managing 
director or the International Mon- 
etary Fund, yesterday rejected 
fears that the Asian crisis would 
unleash a deflationary wave 
through the world economy. 

He said in Brussels that the US 
economy was well placed to 
absorb shocks from Asia, while 
the impact on the European 
Union would be marginal. He 
also expressed optimism that tbe 
risks of Asian “contagion" were 
limited, playing down the threat 
to emerging markets in Latin 
America and eastern Europe. 

in Washington. Robert Rubin, 
the US Treasury secretary, ech- 
oed Mr Camdessus's remarks, 
saying the effect on the US econ- 
omy was not great. “Thus far, the 
effects on our economy, though 
real, are relatively moderate and 
the most likely scenario for the 
next year is continued solid 
growth and low inflation.” 

In a broad-ranging defence of 
the actions taken by the IMF and 
the US in dealing with the crisis. 
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Mr Rubin said the approach 
taken so far was "most likely the 
only vfabk- way to succeed". 

He rejected recent criticisms 
that the IMF-led support pack- 
ages for Thailand. Indonesia and 
South Korea represented a bail- 
out of foreign investors. US 
bonks and other creditors bad 
clearly suffered from declines in 
stuck prices, currencies and 
mounting bad loans in the 
region. “The crisis in Asia has 


clearly taken its toil on American 
investors and creditors." be said. 

Despite a fresh run on the Indo- 
nesian rupiah, which yesterday 
touched another record low of 
Rpll,950 to the dollar before clos- 
ing at 11.575, and calls for Presi- 
dent Suharto’s resignation. Mr 
Camdessus claimed the crisis in 
Asia was “stabilising". The 
rupiah was significantly under- 
valued. he added. 

He told reporters that tbe 
impact of the Asian financial cri- 
sis on the US would amount to 
between 03 and 0.4 per cent of 
gross domestic product. But 
Europe would not suffer as much 
because it was less exposed in 
terms of foreign trade. 

"J think . . . that the American 
economy is perfectly able to 
absorb this shock without a pro- 
nounced deflationary wave 
spreading through the world's 
economies. There will be slightly 
stronger effects in countries 
which have closer links than oth- 
ers with those in crisis." 

Mr Camdessus said he hoped 
that the risks of contagion could 
be limited, without damaging 


emerging markets in eastern 
Europe and Latin America. “As 
long as Latin America resists the 
contagion effect I would not see a 
risk to eastern Europe." 

Mr Camdessus fast week made 
a whistle-stop tour of east Asia, 
where the IMF has put together a 
senes of rescue packages worth 
more than SiOObn for South 
Korea. Indonesia and Thailand. 

He told the European Parlia- 
ment's development committee 
that Hong Kong and China 
looked set to escape the brunt of 
the crisis, while south-east Asian 
economies could emerge stronger 
than before once they bad tack- 
led structural weaknesses. 

Gordon Brown. UK chancellor, 
told MEPs that events in Asia 
were cruciai to jobs and prosper- 
ity in Europe. He noted that 
Europe had a higher volume of 
exports to the region than the 
US. and greater banking expo- 
sure than the US and Japan com- 
bined. 

US trade figures threat, Page 5 
Support plan worries. Page 6 
Lex. Page 12 


US hits at ‘unacceptable conditions’ as threat of military action grows 
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Defiant Iraq calls 
for a halt to UN 
weapons mission 


By Laura SOber in New York 

Iraq yesterday raised tbe stakes 
in Its confrontation with the 
United Nations by railing for a 
freeze on UN weapons inspec- 
tions of sensitive sites. 

The chief UN inspector accused 
Iraq of “flying in the face" of 
Security Council demands. The 
US state department said Iraq 
was trying to impose “new and 
unacceptable conditions" on the 
UN operations, 

Iraq’s defiance increases the 
prospect of military action, 
although a western diplomat said 
the Security Council was likely 
to pass a resolution first - and 
that no attacks would take place 
before the end of the Islamic holy 
month of Ramadan next week. 

Baghdad persisted in accusing 
the US and Britain of waging 
"aggressive policies” aimed at 
harming Iraq. 

Richard Butler, the chief UN 
inspector, having failed to win 
unrestricted access for his teams 
In two days of talks in Baghdad, 
said he had told Tariq Aziz. Iraq’s 
deputy prime minister, that he 
“cannot and will not” agree to 
halt inspections unless the Secu- 
rity Council decides otherwise. 

Instead of inspections, Mr Aziz 
said, a circle of international 
experts - from the five perma- 
nent Security Council members 
and Germany - would hold tech- 
nical evaluation meetings over 
foe next three months. He said 
these would indicate that Iraq 
had complied with UN demands 
to ffi« mantie its arsenal. 

Mr Butler agreed on Tuesday 
to include outside experts at tbe 
evaluation meetings in an effort 
to persuade Iraq to co-operate, 
while Yevgeny Primakov, the 
Russian foreign minister, called 
for a larger number of countries 
to be represented in the UN dis- 
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armament mission, Unscom, 
diluting the American presence. 

Iraq believes that if Russia. 
France and China increase their 
numbers in the disarmament 
mission it wi]J stand a better 
chance of winning a clean bill of 
health - a condition for the lift- 
ing of sanctions. 

Baghdad favours the technical 
evaluation meetings because of 
their broad international charac- 
ter, which it hopes will win it a 
more favourable response. 

But yesterday Mr Aziz again 
accused the US and Britain of 
dominating the disarmament 
mission to keep sanctions in 
force against Iraq. "This game 
serves the aggressive policies of 
Washington and London, who 
would like to hurt Iraq politically 
and economically, by all means 
including the use of force," he 
said. 

Mr Butler will brief the Secu- 
rity Council tomorrow. Western 
diplomats said the council would 
then consider a possible resolu- 
tion to punish Iraq for its lack of 
cooperation. 

Tbe US and Britain, which 
have strengthened their forces in 
tbe Gulf region this week, have 
made clear that force remains an 
option. The three other perma- 
nent members of tbe council - 
Russia, France and China - 
oppose military action in Iraq. 

Robin Cook, Britain’s foreign 
secretary, insisted that Iraq 
would not be allowed to choose 
which sites the UN inspected. “If 
we allow that, then we will never 
be able to assure the world that 
we have succeeded In stopping 
Saddam Hussein from having a 
chemical or biological capacity,” 
he said in Hong Kong. 

The UN imposed sweeping 
sanctions, including an oil 
embargo, when Iraq invaded 
Kuwait in August 1990. 



SmithKline 
and A HP 
‘aim to agree 
merger 
deal soon’ 

By Daniel Green in London 
and William Lewis in New York 

SmithKline Beech am and 
American Home Products aim to 
agree their proposed merger, 
which would be- the biggest in 
history- within two to three 
weeks. 

Both pharmaceutical giants 
arc keen to avoid damaging staff 
morale. “This thing is either 
going to happen soon or uot at 
all," said one source. “The stra- 
tegic logic is driving tbe talks. 
S but this week’s announcement 
was premature and there remain 
a number of issues to resolve." 

The differences appear to be 
over the physical location of tbe 
combined group’s headquarters 
and the compositiou of tbe top 
management team. 

There may also be a gap in 
how eacb side sees tbe potential 
liabilities arising from Redux. 
ARP's slimming drug which was 
withdrawn from sale in Septem- 
ber because of reported side-ef- 
fects. Estimates of the potential 
liability range from S2bn to 
$4bn. Projected annual cost 
savings arising from the merger 
are estimated to be about £lbn. 
somewhat less than the figures 
suggested by some analysts. 

Yet the two companies are 
I close enough to make a 50-50 
1 merger of equals the most likely 
structure of the deal. Although 
SmithKline is growing more 
quickly, AHP is larger by sales 
and its share price reflects the 
slower growth. 

Jack Stafford, chief executive 
of AHP. is said to view Smith- 
EJine's management team as tbe 
one he wants to manage AHP’s 
assets. He wants to remain in a 
senior management position far 
12 to 18 months after the merger 
is completed. 

Unlike the previous largest 
pharmaceuticals industry 
merger - by Swiss companies 
Ciba and Sandoz to form Novar- 
tis in 1996 - there appear to be 
no significant differences over 
desirable disposals or spin-offs 
after a merger is completed. 

Jan Leschly, chief executive of 
SmithKline. flew back on Tues- 
day to his US base in Philadel- 
phia. where AHP also has its 
main pharmaceuticals operation. 


Chief UN arms inspector Richard Butler in Baghdad yesterday. He 
said he “cannot and will not” agree to halt inspections. 
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Moscow expects boost to tax collection 


NEWS DIGEST 


By Chrystia Freeland 
in Moscow 

The Russian government 
expects to boost tax collec- 
tion by 10-15 per cent over 
the next few months and is 
confident of winning parlia- 
mentary approval for a new 
tax code by the middle of 
this year, Mikhail Zadornov, 
finance minister, said yester- 
day. 

Weak tax collection was 
the International Monetary 
Fund's chief criti cism of the 
Kremlin last year and is wor- 
rying foreign investors, who 


fear Russia's sickly public 
finances could drag down 
the rest of the economy. 

hi an interview with the 
Financial Times, Mr Zador- 
nov outlined several new 
steps the government is tak- 
ing to boost revenue collec- 
tion. 

They include a plan to 
crack down on cargo air- 
craft, which Mr Zadornov 
said were being used to 
smuggle in huge amounts of 
consumer goods, evading 
border tariffs. The govern- 
ment also hoped to increase 
its tax take by rationalising 


the system of registering and 
taxing imported cars, he 
added. 

A third measure would be 
to link the granting of oil 
export quotas with full and 
timely payment of taxes by 
Russia's oil magnates. Alto- 
gether, Mr Zadornov pre- 
dicted that these steps would 
bring in an extra 25bn new 
roubles ($4.2bn). 

He was unsympathetic to a 
campaign, launched this 
week by one of Russia’s lead- 
ing oil barons, to lower the 
tax burden on the oil indus- 
try, one of the government’s 


chief sources of revenue. 

Russian oilmen argue that 
the recent fall in world oil 
prices means they are no 
longer able to foot their 
heavy tax bilL But Mr Zador- 
nov said that the current dip 
was not long-standing 
enough to justify a tax 
reduction. 

He also argued that, in 
contrast to other goods such 
as alcohol or tobacco, the 
excise tax on oil - a key 
form of taxation - was rela- 
tively light because it had 
not been changed since the 

beginning of 1397. 


But Mr Zadornov said that 
“it would be quite naive" to 
expect a big improvement in 
tax collection until Russia 
passed an eagerly awaited 
new tax code. 

Mr Zadornov, who joined 
the cabinet just two m on t hs 
ago, said the government 
would unveil a new draft tax 
code on February 1. He said 
that it would significantly 
lower taxes, particularly 
value added tax and profit 
tax. 

Mr Zadornov said he was 
confident his former legisla- 
tive colleagues would pass 


Chernomyrdin caught in crossfire 


He has become vulnerable to attack 
on three fronts, writes John Thornhill 


T wo years ago, a political sec- 
retary at the US embassy in 
Moscow called Thomas Gra- 
ham stirred up a whirlwind of con- 
troversy when his unofficial views 
about Russian politics found their 
way into the local press. 

Mr Graham argued that the sub- 
stance of Russian politics differed 
greatly from its form. While atten- 
tion focused on the Interplay among 
president, government and parlia- 
ment, the real stuff of politics lay in 
the subterranean clashes of oligar- 
chic “clans", which had splintered 
from the Communist party nomen- 
klatura and were competing for 
financial, political and media power. 

Russian politicians professed out- 
rage. But their actions have done 
much to bear out his analysis. 

Perhaps the latest illustration, of 
the phenomenon has been how Vic- 
tor Chernomyrdin, the prime minis- 
ter. has used “clan” power to assert 
his authority in the government and 
position hims elf for a presidential 
bid in 2000. 

Since a reshuffle of ministerial 
responsibilities last week. Mr Cher- 
nomyrdin has assumed oversight of 
the finance, interior, defence, for- 
eign, and fuel and energy ministries, 
amassing unprecedented influence 
within the government. 

His “clan", based firmly on the 
giant Gazprom gas monopoly he 
used to head, has lent him direct and 
indirect support. The Izvestiya news- 
paper fnot part of Mr Chernomyr- 
din's “clan") commented that his 
powers were almost on a par with 
those of President Boris Yeltsin. 

Now he seems all but confirmed as 
Mr Yeltsin’s semi-official heir. Mr 
Chernomyrdin would not lack finan- 
cial muscle in a future presidential 
campaign. Meanwhile. Gazprom has 
been creating a media empire to sup- 
port his political ambitions. 

Mr Chernomyrdin’s re-emergence 
has come at the expense of Boris 
Nemtsov, the radical first deputy 
prime minister, once tipped to 
emerge as Mr Yeltsin’s chosen heir. 


Moscow's power-brokers have dis- 
missed Mr Nemtsov’s reforming 
efforts, which have cut across power- 
ful corporations such as Gazprom. 
Coming from the outside, Mr Nem- 
tsov had no ready-made power base 
and relied on his ally and fellow-first 
deputy prime minister. Anatoly Chu- 
bais, for institutional muscle. 

But Mr Chubais, a veteran of 
Kremlin warfare, was closely identi- 
fied with the Oneximbank financial- 
industrial group, which controls sev- 
eral big companies and newspapers. 

When Oneximbank won the auc- 
tion lor a 25 per cent stake in Svy- 
azinvest. the national telecoms com- 
pany. with a Sl.&bn bid in a 
contentious auction last August, 
rival “clans" set about cutting the 
reformers down to si 2 e. 

Mr Chubais's enemies conducted a 
propaganda war against the “young 
reformers" and Oneximbank, cul- 
minating in file disclosure that Mr 
Chubais and his allies had accepted 
a $450,000 book contract from an 
Oneximbank -related publishing com- 
pany. The deal tarnished Mr Chubais 
in the president’s eyes and led to the 
sacking of several ministers. 

Mr Nemtsov and Mr Chubais 
seemed sincere in their attempts to 
create a more competitive market 
economy, where success depended 
more on commercial acumen than 
Kre mlin contacts. Yet their dilemma 
was that in trying to dismantle the 
“clan" system, they eroded their 
own power base. 

To the surprise of some, both min- 
isters have remained in the govern- 
ment. But they have been left with 
narrower and more sensitive respon- 
sibilities. Mr Chubais will concen- 
trate on raising tax revenues, while 
Mr Nemtsov win tackle utilities and 
housing reform. •’ 

For the moment, that leaves Mr 
Chernomyrdin basking in the glow 
of his new-found authority. But he 
may soon find bis position under fire 
on at least three fronts. 

First, his image as a consensus 
politician, who can strike deals with 



Clan power Ch er nom y rdin (left) with Yeltsin and Chnbais (right) ap 


the Communists in parliament as 
easily as he slaps backs at his regu- 
lar bilateral commission meetings 
with AI Gore. US vice-president, will 
start coining under threat. 

Alexei Levinson, a research direc- 
tor of VTsIOM. an opinion polling 
company, has argued that until now 
Mr Chernomyrdin has been some- 
what sheltered from public dissatis- 
faction with the government 
The popular perception is that he 
has implemented policies set by Mr 
Yeltsin and Mr Chubais, rather than 
devising them himself. Given Mr 
Chernomyrdin’s present dominance, 
that perception is bound to change. 

Second, Mr Chernomyrdin is likely 
to come under attack from rival 
■■clans" promoting their own presi- 
dential candidates. 

The most obvious is Yuri Luzhkov, 


Moscow's populist mayor, who has 
built np formidable financial and 
media powers. Recently, he has 
taken to wooing regional governors 
and criticising the government on 
his national television station. 

Lastly, Mr Chernomyrdin’s high- 
profile role may yet antagonise Mr 
Yeltsin, the supreme arbiter of Rus- 
sia's “clan'' warfare, who reacts 
aggressively to any challenges to his 
authority. Mr Yeltsin will surely 
resist the slightest hints he is 
becoming a lame-duck president 

As the Nezavisimaya Gazeta news- 
paper noted, Mr Chernomyrdin has 
for the first time as prime minister 
become the fully-fledged chairman of 
the government. That makes him 
vulnerable to attacks from the politi- 
cal left and right, especially from 
above. 


MEPs promised a role Italy’s state TV 
in Emu launch process chief resigns 


By Lionel Barber in Brussels 

The European Union has 
struck a deal with the Euro- 
pean parliament which guar- 
antees MEPs a role in the 
launch of economic and 
monetary union and the 
European Central Bank. 

The agreement is Intended 
to allay suspicions among 
some MEPs that they might 
be sidelined in the run-up to 
the summit on May 1-3 
which will choose the found- 
er-members of Emu and the 
ECB's executive board. 

Gordon Brown, UK chan- 
cellor, told the parliament’s 
economic affairs committee 
yesterday that the legisla- 
ture would add “democratic 
accountability'’ to the deri- 
sion-making process. 

Britain took over the six- 
monthly rotating presidency 
of the EU on January 1 and 
will chair the key meetings 
on the single currency, the 
euro. However, the Labour 
government has ruled out 
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participating in the la unc h 
of Emu on January 1. 1999. 

Mr Brown set out the 
crowded timetable for the 
s ummit in Brussels, which 
involves juggling the need to 
offer certainty to financial 
markets while respecting the 
demands of EU institutions 
and the Maastricht treaty. 

• The summit begins on 
the evening of May 1. when 
EU finance ministers con- 
sider two reports from the 
European Commission and 
the European Monetary 
Institute, the precursor of 
the ECB, on the progress of 
member-states toward Emu. 
Ministers will also consider 
the Commission’s recom- 
mendation on which coun- 
tries qualify for Emu. 

• On May 2, the parliament 
will debate the Ecofin’s 
recommendations on the 
favoured list of countries. In 
the afternoon. EU leaders 
will make the historic choice 
on the founder-members of 
the euro zone, most likely up 
to 11 out of the 15 members 
of the Union. 

• Finance ministers will 
announce the bilateral 
exchange rates for euro zone 
members - a move intended 
to foil speculation in the 
run-up to the irrevocable fix- 
ing of exchange rates on 
January 1. 

• EU leaders will appoint 



Brown in Brussels yesterday 

the president of the indepen- 
dent ECB and up to five 
other executive board mem- 
bers, assuming they have 
reached a compromise on 
the rival candidacies of Wim 
Duisenberg of the Nether- 
lands and Jean-Claude Tric- 
het of France for the top job. 

• The parliament plans to 
scrutinise the ECB nominees 
at hearings between May 
11-15. Mr Brown made It 
clear that MEPs enjoy pow- 
ers of consultation only and 
cannot formally approve the 
appointments. 

• The May summit will also 
decide on the judicial frame- 
work of the euro, the denom- 
ination of coins, and a tech- 
nical package of secondary 
legislation on the operation 

of the ECB. 


By Paid Batts in MBan 

The crisis building up inside 
Italy's state broadcasting 
system RAI exploded yester- 
day with the sadden resig- 
nation of its chairman, Enzo 
Siciliano. 

A close friend of Walter 
Vettronl, the deputy prime 
minister, Mr Siciliano’s 
leadership of the state tele- 
vision networks had come 
under increasing attack. 

In recent weeks, RAI's 
flagship television channel, 
RAI Udo, bad been losing 
ground to its commercial 
rivals. It was overtaken at 
one stage last week in the 
ratings by one of the chan- 
nels of Silvio Berlusconi, the 
media tycoon and former 
rightwing prime minister. 

Increasing audience disaf- 
fection coupled with a series 
of highly publicised fiascos 
- the biggest was the 
annual “Fantastico” variety 
programme, linked to the 
annual New Year state lot- 
tery, which turned into a 
fantastic flop - appear to 
have forced Mr Siciliano to 
step down. 

Since his appointment 18 
months ago, RAI has been 
rocked by controversy at a 
time of sweeping changes In 
the television and telecom- 
munications industries, 
increasing competition from 


commercial networks, and 
the prospect under new leg- 
islation of losing some of its 
advertising revenues. 

Although RAI is funded 
by licence fees, its three 
channels can also carry 
advertising. The state net- 
works have traditionally 
been accused of political 
manipulation and inefficient 
management, leading to 
demands for a radical 
reform of the system. 

Massimo D'Alema, leader 
of the former communist 
PDS, the largest party in tbe 
coalition government, 
recently called for the 
appointment of an indepen- 
dent chief executive at RAJ 
with wide powers. But his 
proposal met strong opposi- 
tion from the vested inter- 
ests surrounding the state 
broadcasting system. 

The government yesterday 
held urgent consultations to 
try to defuse a controversy 
which coaid threaten its 
fragile majority. There were 
suggestions it would seek to 
rush the appointment of a 
new chairman to restore 
some order inside the broad- 
casting group. 

Guido Rossi, former chair- 
man of Telecom Italia and a 
highly respected corporate 
lawyer close to the PDS, was 
being touted as a possible 
candidate. 


his version by the middle of 
this year. 

The finance minister, who 
is respected both inside and 
outside the cabinet as a tal- 
ented economist, offered a 
relatively downbeat forecast . 
of Russia’s economic perfor- 
mance this year. He pre- 
dicted grow t h of only 1 to 2 
per cent, saying that the cri- 
sis in emerging markets 
worldwide made a more 
robust recovery “unlikely”. 

According to official statis- 
tics released this week, the 
Russian economy grew by a 
slender 0.4 per cent last year. 

Jospin in 
broadcast 
plea on 
welfare 
policies 

By Robert Graham in Paris 

Lionel Jospin. France’s 
prime minister, was due to 
make a nationwide broad- 
cast last night appealing for 
support for his leftwing gov- 
ernment's welfare policies. 

Mr Jospin was obliged to 
go on television to head off 
momentum of a month- 
long pro t est movement over 
the level of unemployment 
benefits by well -organised 
groups of jobless people. 

He also needed to rally 
supporters in his Socialist 
party as well as the Commu- 
nists and Greens hariring his 

government 

The protests, centred on 
the occupation of offices 
handling unemployment 
benefit, caught tbe govern- 
ment by surprise and 
abruptly ended Mr Jospin's 
trouble-free run since taking 
office last June. 

The government has been 
slow to react, and matters 
were complicated for Mr Jos- 
pin when the Communists 
sided openly with the pro- 
testers. 

An opinion poll published 
yesterday showed 64 per 
cent of those questioned 
believed France could face 
an explosion of social protest 
this year. Most respondents 
said this would be provoked 
by the unemployed. 

Acting through a variety 
of pressure groups, the 
unemployed have demanded 
a sharp rise in benefit pay- 
ments. bringing them near 
the minimum wage of 
FFr5.200 ($852) per month. 

Having made an initial 
concession of a FFrlbn hand- 
out. Mr Jospin stood firm 
before parliament on Tues- 
day, saying it was unaccept- 
able to equate unemploy- 
ment payments with the 
minimum wage. This, he 
asserted, risked prejudicing 
the position of those in 
work. 

If unemployment benefits 
were similar to the mini- 
mum wage, it would create 
an extra burden on the trea- 
sury of FFrfiObn this year. 
He ruled out any increase in 
the 1997 budget deficit and 
said the taxpayer would not 
shoulder extra burdens. 

Mr Jospin was last night 
expected to appeal for gen- 
eral public support by 
emphasising the high cost of 
tbe protesters’ demands at a 
time of budget austerity. But 
he was likely to balance this 
with some token offers to 
consider means of aiding the 
most needy among tbe 
unemployed. 

Mr Jospin appeared anx- 
ious to shift attention away 
from tbe problems of the job- 
less, on to hopes of job cre- 
ation. Rather than earmark 
more funds for sustaining 
the jobless, he wants to 
stress his government’s 
pledge to create new jobs, 
especially among the young. 

Tbe National Assembly 
opens a debate next week on 
the government’s proposal 
for a 35-hour working week 
by the year 2000. Ofce. a 
research institute, said 
introducing the scheme 
could create 450,000 jobs in 
three years, if wages were 
kept low. 


Bundesbank 


The 'Bundesbank yesterday stepped up its campalgnJor- * 
the- future European Central Bank to put money supply 
te j g p t i n g at the core of its anti-inflationary strategy. by 
stressing Germany’s own success in keeping down price 
rises. • • ■ . ;■ •_ 

The German central bank said the adoption of its 
proven monetary policies would help the ECB build up its 
reputation. The average inflation rate in Germany was 
more than four p e m wi t a g p points^ below the European^ 
Union average in the past 25 years. ■* 

' However, the Bundesbank said in its monthly report - 
that the money supply timid could be more volatile In tbe 
early phase of Eun^ean monetaiT.uiiiqm scheduled to. 
begin next January. 

Thus a strategy based on money supply .could be 
augmented with some elements of direct inflation ; ■ 
targeting. 

Comprehensive inflation forecasts could be used as a 
yardstick with which to measure the impact ofthe ECB’s 
monetary policy. Andrew' Fishier, FYtoikfurt 

■ GERMAN ECONOMY v ' , 

Cigarette revenue overlooked 

Cigarettes have provided welcome relief for the German 
finance ministry in its battle to contain the public deficit 
and ensure that the country qualifies for the launch of the 
European single currency.. 

Hie ministry said yesterday it had overlooked DM97&n 
(35 30m) of its cigarette tax revenue, which totalled 1 
DM2L2bn last year. Consequently the federal deficit far. 
1997 was DM97Sm less than originally calculated, and 
amounted to DM63.7bn, not DM64.6bn as announced last / 
week by Theo Waigel. finance minister.' ' * 

To qualify for participation in fhe euro. Germany must 
keep its public sector, deficit to 3 per cent of gross •. to . 
domestic product, or a figure of D»fll0hn. ^ comprising 
federal, state and local deficits. • ■ 

The newspaper Bild Zeltung said Mr Waigel had not 
been aware of the additional federal revenue when 
announcing last year’s federal deficit, as finance ministry 
officials had placed it on a separate account, owing to - 
limitations of the computer that normally registers ' 
revenue from the cigarette tax. ’ - AFP.'Borm 


PRICE FIXING 


Brussels fines steel companies 

Six steel companies were yesterday fined a total of ; • 
Ecu27.4m ($29m) by the European Commission for price - 
fixing. The Commission said the companies, acting as a 
cartel, were partly responsible for causing stainless steel 1 
prices to double between January 1994 and March 1996,’ 
The companies were Acerinox of Spain, ALZ NV of 
Belgium. Aerial Special! Tern! SpA of Italy, A vesta 
Sheffield AB. a Swedish/UK concern, Krupp Thyssen 
Niros ta GmbH of Germany and Usinor of France. 

According to the Commission, the manufacturers . . 
agreed at a meeting in Madrid InDecember 1993 to 
increase prices by chang in g the way In which they were .. 
calculated. The change took effect in all of Europe, except 
Spain and Portugal, from February 1994. 

The Commission said that it respected tbe companies’ 
right to charge their own prices freely, but added that 
they had indulged in restrictive practices to bring about a 
concerted price increase. 

All the companies except Avesta have continued to use - 
the new formula for setting prices, but the Commission 
has now ordered them to abandon iL 
• The Commission is to allow F2ft2£hn ($400m) of 
government aid far Socigfe Franpaise de Production 
(SFP). a troubled audio-visual producer owned by tire 
French state. However, permission win be waived If the^ 
French government deviates from a previously • 
announced restructuring plan to use the funds to reduce - 
costs and increase productivity. Daniel Dombey, Brusseb- 

■ BOSNIA CURRENCY 

Design variants announced 

Carlos Westendorp. the international community’s “high 
representative” in Bosnia, yesterday announced a 
common currency for the divided state, with two design 
variants to placate the Serbs on the one hand and the 
Moslem-Croat federation on the other. 

Mr Westendorp said his currency design, aimed at 
b reaking the eight-month impasse, was binding on tire 
two entities within the state until or unless they could 
agree on an alternative. 

The recent election of the moderate Milarad Dodik as ,- 
prune minister of tbe Bosnian Serb republic makes 
eventual agreement more likely, though Serbs are still 
represented at the overall federal level by an ardent 
nationalist. 

The currency, to be called the "convertible marka", will , 
be convertible one for one into the German D-Mark - at .- 
present the only universally sought-after money in 
Bosnia. David Buchan. Sarajevo 

■ GERMAN INDUSTRY 

Building recession goes on 

Germany’s building industry warned yesterday that it . 
would continue in recession this year, with reduced 
activity producing higher unemployment and more 
bankruptcies. 

After annual redundancies of 100.000 for the past two 
years. Ignaz Walter, president of the building industry 
association, predicted 70,000 to 100,000 job losses in 1998. 

He forecast a decline in spending on construction of 1.5 
per cent in real terms in western Germany after last • ' 
year’s 2 per cent drop. Building investment in the east 
was set to fell a real 4.5 per cent this year after 4 per cent 
in 1997. 

Mr Walter blamed the continuing downturn on weak - 
domestic demand; excessive labour costs and low cost - - 
competition from building companies elsewhere in the 

European Union. Gross profits in the German. 

construction sector had fallen to below I per cent of a«it»a 
from 2.5 per cent In 1994 and the few big prosperous 
companies were reliant on increasingly risky foreign 
orders. 

Mr Walter urged a thorough reform of Ger many ’s tax 
and benefits system to reduce costs and restore \ „ ' 

competitiveness. Peter Norman, Bom 

■ CROATIAN NEWSPAPER 


EU warning on soccer ‘cartel’ plans 


By Emma Tucker and 
Patrick Harverson 

Tbe European Commission 
launched a fresh assault on 
European football yesterday, 
warning the German football 
federation that it was not 
above the law. 

The caution from Brussels 
came as Chancellor Helmut 
Kohl met the federation to 
discuss a plan to exempt 
football from German com- 
petition rules. This would 
allow clubs to continue to 


operate as a cartel when sell- 
ing television rights to Euro- 
pean matches played in Ger- 
many. 

“We say be careful,” said a 
Commission official. “There 
are European competition 
rules such as Article 85 (out- 
lawing restrictive agree- 
ments) that will continue to 
apply." 

Last month a German 
court rejected plans to give 
the German Football Federa- 
tion the sole right to market 
the television rights of Euro- 


pean home games on the 
grounds that the arrange- 
ment was anti-competitive. 
The authorities reacted by 
drafting a bill that would 
exempt all professional 
sports In Germany from 
domestic competition rules. 

The move raised the tem- 
perature in an escalating 
conflict between sporting 
bodies and regulators. Ear- 
lier this month Brussels 
challenged Fifa. soccer’s 
world governing body, over 
its licensing system for foot- 


ball agents. It also began an 
investigation into com- 
plaints that Uefa, European 
football’s governing author- 
ity, had barred local authori- 
ties from staging a Belgian 
“home" match across the 
border in France. 

The rash of investigations 
by the Brussels regulators 
was prompted by the 
so-called Bosnian r uling two 
years ago, in which a Euro- 
pean Court judgment con- 
firmed that professional foot- 
ball was an economic 


activity and therefore sub- 
ject to EU rules. But the 
football authorities. led by 
Fifa. have challenged Bos- 
nian. arguing they should be 
excluded from the jurisdic- 
tion of EU competition rules 
because of the special nature 
of tbe sport 

This week the Italian foot- 
ball authorities said they 
wanted to reintroduce a rule 
outlawed under tbe Bosnian 
judgment that limits the 
number of foreign players 
allowed at each club. 


Ivana Trump is to become a major shareholder of the - 
second biggest Croatian dally newspaper, Slobodna i ■ - 
Dalmacija, and has said she will be writing a weekly 

col umn. 

The ex-wife of the tycoon Donald Tnnnp sgned a 
pre-contract agreement yesterday with Miroslav JSutle, ' . , 
head of Globus group to buy half of the group's 74 per 
cent shareholding. “I have written books and have always 
been interested in publishing. Now 1 can f ulfil my wishes 
by having a daily newspaper,” she said. . to". 

The paper is regarded as pro-government and has a . . . 
circulation of more than 100,000. - ■ * . to 

Ms Trump, 48, who was bom in Czechoslovakia, ^ .• . . • 

received a $25m divorce package from Donald Trump! She 
is making further Investments In Croatia: She signed a \ 
letter of intent on home shopping with Croatia's Mreza ■' 
television network, and a procontract agreement to . ■ 

invest in a fashion store in Split. AFP.Splil 
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NEWS: EUROPE 


Spain’s miners turn valley 
into their battleground 

Attempts by European Commission to impose cuts on an already 
troubled. industry have met with a violent response, writes David White 



T he Nal6n river valley, 
main artery of Spain's res- 
tive Asturias coalfields, 
echoes to the explosions of 
rockets fired from improvised 
launchers. 

On the ground, miners wearing 
balaclavas '-and armed with 
slingshots station themselves 
behind barricades made of legs, 
girders and tyres. They ore 
opposed by yahloads of police 
armed with smoke grenades and 
rubber bullets. 

The skirmishes have been 
taking place since Christmas In 
Ciafia. s dismal town next to the 
pithead of the Maria Luisa mine, 
one of 11 remaining pits worked 
by the state-owned company 
Hunosa. : The clashes are a 
symptom of the lingering death 
of an industry with no prospect 
□f recovery, which Is able to 
survive only through government 

aid. . ... 

The Hunosa miners have- been 
on strike since December 23 as 
part af a campaign against 
attempts by the European 
Commission to impose cuts on 
the industry. Today the 
company, government and 
unions renew talks to tty to end 


the dispute, “If there's no 
settlement, it will get worse," one 
miner says. 

He took early retirement four 
months ago, an a pension 
equivalent to full pay. on 
condition that he did not take 
another Job. He Is 43. 

This miner is n victim of the 
troubled Spanish coal industry 
which has been heavily protected 
since the late 19th century. It has 
never been truly competitive. 

Spanish coal is generally of 
poor quality, with a high sulphur 
content. It lies in narrow, 
irregular seams (hat arc difficult 
to mine. 

Hunosa - the main company, 
with 14 per cent or the 
production and 40 per cent nf the 
jobs - is an extreme case. 
Formed 30 years ago when the 
Franco government nationalised 
the main Asturias mines to save 
jobs, it has never made a profit, 
despite successive restructuring 
plans. 

Its production costs, currently 
put at more than Pta30,000 { 5200 ; 
a tonne, arc six times the price of 
imported Australian coal. Last 
year, HunoSa’s operating losses 
of Pta45bn exceeded sules. 


Operating losses of Pta40bn arc 
expected this year. 

Subsidy arrangements ensure 
that electricity companies buy all 
the coni the mines produce. Up to 
now the industry has received 
funds from a surcharge on 
electricity bills. 

At Brussels’ insistence, the 
government has changed this 
system Into a 5 per cent tax. 
making the subsidies pass 
through the state budget. 


G overnment figures put' 
last year's total support 
for the sector at 
Pta222.Sbn. This equates to 
PtnSm for every miner - between 
two and three times the annual 
wage. 

Last summer, the government 
introduced a plan to reduee 
Spanish coal output by 30 per 
cent in next eight years, with a 
proportional cut In the 24,000 
mining jobs and a gradual 
reduction in subsidies. 

The deal aimed to save Hunosa 
from outright redundancies and 
further closures, apart from two 
open-cast mines and two pits 
where the cool had run out. The 
plan Involved a reduction in the 


workforce to 7,000 by the end nf 
2001, via 3,400 early retirements, 
offset by the hiring of 1 .D 60 new 
staff. 

But the agreement threatened 
to come apart when the 
European Commission objected 
to the plan far the nationalised 
sector - Hunosa and its small 
sister company Minas de 
Flgaredo - in the northern 
Asturias region. 

The Commission, which had 
been critical of Spain's failure to 
carry out a previous four-year 
coal plan, wanted Hunosa 's 
output ait by 37 per cent instead 
of 11 per cent. 

That would have meant closing 
at least one more pit and 
scuppering the new jobs. 

The Spanish authorities appear 
confident that Brussels will came 
to accept the current plans 
roughly as they stand. 

The talks today focus on 
retirement terms, which the 
government wants to reduce, pay 
increases, which it wants to keep 
bolow inflation, and the new jobs, 
which it wants to channel mainly 
into alternative activities. 

The unions, which regard 
Hunosa as a fortress, want the 





Striking miners fire a home-made rocket at police in Langreo, northern Spain, yesterday 


jobs to the mines. Asturias has 
already lost around 30,000 jobs in 
public sector companies since 
1930. including steelmills and 
shipyards. 

Juan Vazquez, professor of 
applied economics at Oviedo 
university', says the region now 
has almost as many pensioners 
as employed people. Although 
there have been new 
investments, and heavy spending 
on roads and other 


infrastructure, there is little 
entrepreneurship. “You can 
never re-create all the jobs that 
have been destroyed," he says. 

Last year's coal plan cam e as a 
relief to the regional government, 
now in the hands of Spain’s 
ruling centre-right Popular party. 
Sergio Marques. regional 
president, is confident the 
renewed conflict will be rapidly 
patched up. “! don't favour 
traumatic measures," he says. 


He believes that not all of the 
coal industry is condemned, and 
that Spain can afford "a certain 
additional price" to keep its 
domestic source of supply, as 
long as the cost Is reasonable. 

But tbe current strike seems to 
point to a different conclusion. 
Although the dispute has cost 
PtaloOm a day in lost production 
Hunosa executives say the 
company is actually saving 
money as long as it continues. 


Sleaze claims hit 
Ukrainian polls 


By Charles Clover in Kiev 

Campaigning for the 
Ukrainian parliamentary 
elections in March is increas- 
ingly being dominated by 
claims and counter-claims of 
official corruption. 

Two sides have so far 
engaged in the mud slinging: 
the centrist opposition Hro- 
mada party, led by.Pavlo 
Lazarenko, former prime 
minister, and the Popular 
Democratic party, led by 
Valery Pustovoitenko. prime 
minister, arid backed by Leo- 
nid Kuchma, the president 

On the sidelines, mean- 
while. sits the powerful 
Social Democratic party 
iSDP), which .was formed by 
two of Ukraine's most pow- 
erful figures - Leonid Krav- 
chuk, former president, and 
Yevhen Marchuk, former 
prime minister. Experts say 
the SDP could benefit at the 
elections if it continues to 
avoid accusations df finan- 
cial fcreguiarity. 

The allegations began to 
fly last Thursday, when the 
evening news carried an 
announcement by the gen- 
eral prosecutor's office that 
Swiss police had provided 
evidence that Mr Lazarenko 
operated .Swiss bank 
accounts to bide funds from 
the authorities. . 

Mr Lazarenko denied this 
week that he had any for- 
eign bank accounts. He 


charged that suggestions to 
the contrary were violations 
. of his "constitutional rights 
as a citizen." 

The accusation against Mr 
Lazarenko seemed to pro- 
voke a retaliatory charge 
against tbe government. 
Last Friday, Yevhen Smir- 
nov, a member of parlia- 
ment, claimed that $4Qm out 
of $80m earmarked for a cul- 
tural centre in Kiev had 
.been stolen. Mr Smirnov 
called for tbe resignations of 
- the prime minister, the min- 
ister of culture, and the 
mayor of Kiev. 

Although the cabinet of 
ministers issued a statement 
denying the allegations. 
Oleksandr Moroz, the power- 
ful leftwing speaker of the 
Ukrainian parliament, chal- 
lenged the accused to prove 
their innocence in court. ' 

The battle has become so 
Intense it has provoked talk 
that Mr Kuchma might dis- 
solve parliament. Anatoly 
Halchynski, economic 
adviser to the president, 
suggested last weekend that 
Mr Kuchma should rule by 
decree for two to three 
years. , 

Some analysts argue the 
corruption claims reflect a 1 
Split in the dominant ruling 
. clique in- the eastern indus- 
trial city of Dnepropetrovsk. 
Mr Kuchma, Mr Pustovo- 
itenko, and Mr. Lazarenko all 
hail from the city. 


Eastern Romania’s 
Germany premier 
calls for in vote 


tax reform challenge 


By flrederick^ Stucfomann 
in Berlin 

Eastern Germany's 
economic ..ministers called 
yesterday for swift and. radi- 
cal re fo r m of ithe tax system 
and more - flexible ^'labour 
markets to boost tbe region's 
flaggii«.eco£iomy. r . 
y Speaking after a meeting 
with Gtater Rexradt, federal 

economics . imwlatp r, minis . 

tens from the eastern -states 
warned that the . 'region’s 
high level of imemployment, 
lfl.t per oanL'woukl not be 
solved by measures aimed at 

Stimifiating dohiand ' 

Kgjo Scftopiriieay Econom- 
ics minister of 'Saxony, said 
that mechanisms needed to. 
be created; to attract .more 
venture' capital Into, the east 
to stimulate growth. Wage 
. increases . were ; not the 
answer.. TfeR/mtoistere said ' 
that while 'the. unemploy- 
ment . picture 'remained 
- bleak, there . were^positiYe 
sigm of trtmrfcsTnation in 

ondesrs Eose 12 per (Sent in. the - 
l^nianJhs^ltqiB JanflBtfcte) 
Nov^qbe^ ^\3Bi:ymmgo:_ 

, ^enidpa' .^pfcpAsiM-' by;37.2y 
per cent' '*£;■ 

“The east- Gdrinaii eeph- j 
omy , has' returned to the; 
export mafte C. said .Mr 
Rwradt: 

It was important -to make 

eastern... fierniahjr 
attractive, to foreign mves- 
. tois v Re&hi ' sales ;of.ftwo 
shipyards ;in" .the northern, 
state # pf; Mecklriiburg-Vor- 
potettnerti -itb .Toritigtf' buyers 
feb* a posfQve sign. -' ' ’ 


By Anatof Lteven 

Victor Ciorbea^ Romania’s 
prime minister, yesterday 
challenged parliament either . 
to pass a vote of no confi- 
demce in his government and 
provoke new elections, or to 
back off from a: vote and con- 
tinue support for the reform 
process. 

The target of his challenge 
was the Democratic party 
(PD). junior partners in the 
ruling coalition. Tbe PD has r 
been catling for Mr Ciorbea's 
.removal from office and has 
threatened to leave the gov- 
ernment if a new prime min- 
ister fe ?not -chosav by the 
end of March. It Is unlikely 
the PD will fafor Up this chal- 
lenge.; and bring .. a no-confi- . 
dehce. "motion. The ^socialist 
and nationalist opposition 
parties are too weak to bring 
down -tiia government on 
. their own_' ' . 

' .Alexandra' Sasstt. a lead- 
Jng FD deputy. said his party 
supported the. government 
and .the’ refoam. process bud 
would Continue to press for a 
.change of.prime tolnteter. . 

> "This, is a- government 
vfbich does teat inspire confi- . 

. dence eveo in the parties 
-which founded IC' he said. 

A PD vlcepresident, Radu 
"BercdaniL described thegov- 
.ermteent'S cah for a vote ak 
..fan obvfons trap" fixr. .the. 
PD. Tor . us to vote agahtet -. 
the' reform package WQffid 
mean 1 that in the eyes of the 
public' we= would bear; the 
wtude responsibility far this. 
nnpbpular 1 ajsis. H .x . .. 

See Editorial ^ Comment 



When it crimes to maderstanding the opportunities and challenges 
-of doing business in Russia, ING Baring is uniquely placed. Our 
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European Commission may consider proposal for phased-in airline alliance I DaGWOO news digest 


BA offers to slow American deal 


By Michael Ska pinker 

in London and 

Emma Tucker in Brussels 


British Airways has 
suggested to the European 
Commission that it be 
allowed to phase in its pro- 
posed alliance with Ameri- 
can Airlines over a number 
of years, according to offi- 
cials in Brussels. 

The proposal, under con- 
sideration by the Commis- 
sion. would allow BA and 
American to relinquish take- 
off and landing slots at Lon- 
don's Heathrow airport over 
several years rather than 
giving them up all at once, 
as the Commission has 
demanded. 

The Commission is expec- 
ted to decide next month 


whether to allow the alliance 
to go ahead. The two airlines 
announced their plans In 
June 1996, but their pro- 
posed partnership has been 
held up by regulators in 
both Brussels and Washing- 
ton. The two airlines plan 
extensive co-ordination of 
their Bight schedules and 
want to share revenues on 
transatlantic flights. 

Commission officials say 
that BA and American have 
suggested that their alliance 
could be less extensive dur- 
ing the early years of the 
phasing-in period. The two 
airlines could co-operate in 
some areas but not in others. 
At the end of the period, the 
full alliance would then 
come into operation. 

The Commission is exam- 


ining the proposal but has 
considerable doubts about 
how it would work. It is con- 
cerned about how it would 
police the alliance in its first 
few years to ensure the level 
of co-operation between the 
two airlines did not exceed 
wbat had been promised. 

The UK Office of Fair 
Trading has recommended 
that the alliance be permit- 
ted to proceed if the two air- 
lines give up 168 weekly 
slots at Heathrow. The Com- 
mission has; demanded that 
the two sides relinquish over 
350 Heathrow slots. 

Analysts had assumed 
that the airlines and Com- 
mission would compromise 
on a figure somewhere 
between the two but said 
this would still result in a 


loss of revenue to BA. If. 
however. BA and American 
were allowed to give up slots 
over a number of years, ana , 
lysts say they would not suf- 
fer an immediate drop in 
revenues on their transatlan- 
tic services. 

Christopher Tarry, avia- 
tion analyst at Dresdner 
Klein wort Benson, says that 
if BA were forced to give up 
260 slots a week immedi- 
ately. it would take two 
years for BA's revenues from 
its US flights to return to 
their pre-alliance levels. If. 
however, the two airlines 
gave up 327 weekly slots 
over four years. BA’s reve- 
nues would increase 
throughout the period. 

In spite of the Commis- 
sion’s doubts, it is believed 


to have had wanner discus- 
sions with BA in recent 
weeks than it did last year 
when Karel Van Mlert, the 
EU competition commis- 
sioner, said he would not 
compromise on his demand 
that BA and American give 
up 350 slots. 

Regulators in the US are 
watching the Brussels deci- 
sion closely and are also 
expected to give their verdict 
on the alliance early this 
year. 

The US has said that it 
will only allow the affiance 
to proceed if the UK agrees 
to negotiate a new “open 
skies” agreement Washing- 
ton is also demanding that 
the UK demonstrate how it 
plans to allow free access to 
Heathrow for US carriers. 


calls for 
Ukraine 
car duties 


Japanese car 


exports rise 


By Charles Clover in Kiev 


‘Fast-track’ slips down 
White House agenda 


Trade deal campaign ‘as unsinkable as Titanic’ 


P resident Bill Clinton's 
state-of-the- union mes- 
sage next Tuesday will 
be closely watched for what 
he says about "fast-track". 

But the a dmin istration has 
already signalled the descent 
of this trade negotiating 
authority down the foreign 
policy priority list. Whereas 
just last September Made- 
leine Albright, secretary of 
state, warned that America’s 
leadership would be thrown 
into jeopardy without it. dur- 
ing a speech last week the 
words “fast-track'’ did not 
pass her lips. 

She mentioned “working 
with Congress" so that the 
president gets “the tools" he 
needs to open markets, but it 
was clear that her leading 
economic priority is now the 
looming battle over new 
resources for the Interna- 
tional Monetary Fund. 

“No serious observer is 
talking about fast-track in 
1998,” said Harry Freeman, 
who has worked with busi- 
ness coalitions for years to 
get trade liberalisation 
through Congress. “We 


couldn't get the votes at the 
end of 1997. No one sees any 
rational reason why anyone 
would change his mind as 
we move closer to congres- 
sional elections.” Uader Cast- 
track. the president negoti- 
ates trade deals which Con- 
gress either accepts or 
rejects but cannot amend. 

“Fast-track is all but 
dead," said Dan Seligman of 
the Sierra Club, an environ- 
mental group which opposed 
it last year. “So is the notion 
that when the president 
wants fast-track, it's unstop- 
pable. They used to say the 
Titanic was unsinkable. but 
it's been on the bottom or 
the sea for 100 years.” 

Richard Gephardt, the 
House Democratic leader, 
who led the successful fight 
against “fast-track" last 
year, had said he would sub- 
mit his own version of the 
legislation in 1988 with 
strong labour and environ- 
ment components. This is no 
longer expected. Although 
he has discussed his ideas 
with the White House, his 
overtures to the business 


community failed to produce 
a compromise Democrats 
can support. 

Instead. Mr Gephardt will 
be devoting his own atten- 
tion to the IMF bOL He is 
calling for new funding on 
condition that the IMF pro- 
mote domestic business 
development rather than 
export-led growth and the 
lenders suffer some pain 
when they roll over debts. 

America Leads on Trade is 
the ad hoc business group 
established to promote “fast- 
track" and gather support in 
Congress. It has yet to meet 
this year. “Everyone's 
looking at the calendar and 
seeing a limited amount of 
time for legislative activity." 
said Johanna Schneider of 
the Business Roundtable, an 
organisation of the country's 
top chief executives. “The 
IMF thing just adds to the 
crowding of the agenda." 

Both the IMF funding and 
fast-track debates reflect the 
deterioration in the consen- 
sus about America's direc- 
tion in the post-cold war era. 
Many Americans see no rea- 



Gephardt will be devoting attention to the IMF bill 


son for US involvement in 
far-away regions. Ironically, 
now that US free market pol- 
icies have been accepted 
around the world and the 
IMF is prepared to push 
them in east Asia, the US 
government and business 
have lost control of the 
agenda. 

“It is a question of 
whether the US is going to 
continue to lead as the sole 
remaining economic and 
political superpower today.” 
said Caiman Cohen of the 
Emergency Committee for 
American Trade, a group of 
large exporters. 


One of the few groups to 
maintain the hope that “fast- 
track” will be granted this 
year is the Institute for 
International Economics 
which is p lanning a confer- 
ence called “Restarting Fast 
Track" on February 3 on 
Capitol HilL Trade experts 
will gather to examine vari- 
ous options for revising last 
year's legislation and 
congressmen have been 
invited to debate. Charlene 
Barshefsky. the US trade ' 
representative, has declined , 
an invitation to speak. 


Nancy Dunne 


Daewoo, the Sooth Korean 
industrial conglomerate, is 
seeking a protected market 
for cars it plans to.manufho- 
tnre in Ukraine. 

Daewoo is negotiating a 
joint venture agreement 
with Avtozaz, Ukraine's 
largest carmaker, in which 
it plans to invest about 
81.3bn over several years. 
Daewoo has asked the . 
Ukrainian government to 
impose a 52,000-84,000 
import doty on used foreign 
cars which could compete 
with those jt will produce. - 

Last week, Nikolai Koval, 
deputy chairman of Avtozaz, 
said the last hurdle to sign- 
ing the joint venture was 
the absence of a decree by 
Ukrainian ministers impos- 
ing such dories. 

Used foreign cars account 
for an increasing share of 
the Ukrainian market. Hie 
typical used car driven in 
from Europe costs between 
$4,000 and $5,000, so the 
duty would amount to 
50-100 per cent of the price. 

Daewoo’s request has 
received a lukewarm, recep- 
tion from officials. Hie com- 
pany has already received 
red-carpet treatment by the 
Ukrainian government, 
which last summer wrote off 
much of Avtozaz’s debts. 

In September, motor 
industry investors, of which 
Daewoo is the only one. 
were granted tax exemp- 
tions, e ff ec ti v e until 2008. 

“If Daewoo fears that the 
new cars it win make in its 
Ukraine production line 
won’t be able to compete 
against ageing Ope Is and 
Henanlts brought in from 
abroad, can it really be the 
right choice for modernising 
Avtozaz?” aske d an adlforfoi 
in the Kyiv Post newspaper. 

Daewoo officials declined 
to comment 

Imposing such duties may 
also threaten Ukraine's 
application to join the 
World Trade Organisation, 
which is expected this 
year, according to some 
experts. 


Japanese car manufacturers increased their exports , _V:j 
sharply last year as a result of weak domestic dema nd , - , 
according to annual figures released by the companies.,’ 

The five large vehicle makers all posted double digit . 
rises in their exports in 1997. supported by strong demand 
in the US and Europe. . ' I 

Honda led the pack with a strong 47.9 per cent surge'. 
Mitsubishi Motors enjoyed a 21.1 per cent rise in exports, _ 
while Mazda's exports grew 19.2 jper cent Nissan saw 
exports increase 18.9 per cent and Toyota, which is 
believed to have kept aM on experts to the US in an 
attempt to avoid re-igniting tradefricticm, posted a 17 per- 
cent rise In exports last year. 

In contrast to growing export sales, which came amid a 
weaker yen and stronger markets in the EU in particular, 
domestic vehicle sales for Japanese carmakers were weak. 

Mitsubishi suffered a 9.6 per cent drop in domestic 
vehicle sales. Domestic sales declined &6 per emit at •. 
Nissan and 6.1 per cent at Toyota. Even Honda saw a .. 
slight fall of 0.3 per cent, although if mini-vehicles are' 
included, sales were 6.7 per. cent up oh 1996 at 80L586 
units. This is the first time Honda has passed the.8OOj)0O ' 
mark in the Japanese market, a target it had set for itself 
for the fiscal year 1998. . . : Mich&o Ndkomotp, Tokyo 


EUROPEAN TECHNOLOGY 


M&A activity on the rise 


Merger and acquisition activity in the European 
technology and ccanm un ications industries rose by more 
than a third last year to $83 bn. according to a report j. - 
published yesterday. 

North American companies led the buying spree,, being 
involved in 40 per cent of all transactions. UK bnyers 
were close b ehin d- Broadview Associates, the investment 
hank which produced the report, said US companies were 
undertaking such activity as the best means of entry into 
the European market 

Telecommunications accounted for the largest 
proportion of M & A activity at 38 per rent. The report 
hig hlighted the liberalisation of the European telecoms 
market as a key factor. It predicted further ac tivi ty In the 
sector as former state monopolies seek to widen their 
revenue streams. 

Media deals doubled in value to $25.3bn and included 
the year’s largest - the $7Bhn merger between Reed 
Elsevier and Wolters Kluwer. Christopher Price, London- 


TAIWAN POWER PLANT 


ABB wins $660m contract 


ABB. the international electrical engineering group, has 
won a $660m contract to build a 960MW gas-fired power 
plant in Taiwan - its first big contract in south-east Asia . 
since the recent financial crisis. 

ABB wQl supply four GT24 advanced gas turbines to 
Taiwan’s first independent power producer, which expects 
the new plant to start supplying electricity for Taiwan. 
Power, the national utility, by July 1999. ABB. which WQl' 
operate and maintain the plant for the first eight years, 
will also supply a 13km natural gas pipeline to fuel the 
plant and a 2flkm high-voltage transmission line to 
connect the plant to the national grid. : 

The contract is ABB's second big power plant order . 
from Taiwan in less than a year. ' WUUam Hall. Zurich < 


NEWS: INTERNATIONAL 


Faint hopes 
as Algeria 
mission ends 


Netanyahu lowers Arafat’s hopes 1 Harare 


By Judy Dempsey in Jerusalem 


By Roula Khalaf in London 


A European Union mission 
which went to Algeria this 
week with low expectations, 
came back with no tangibte 
results on en ding the coun- 
try's bloody conflict. 

The European officials 
were greeted with reports of 
new attacks on civilians, and 
they left as two bombs 
exploded. Their departing 
statements hinted they could 
not even make a symbolic 
gesture to the victims of 
Algeria's massacres. 

The EU's next move 
should become more appar- 
ent after next week's Foreign 
ministers’ meeting. But the 
mission, led by Derek Fatch- 
ett. junior minister at the 
UK Foreign Office, marked 
the start of an attempt by 
the EU cautiously to explore 
the six-year conflict. 

Accused of ignoring Alge- 
rians’ suffering, criticised for 
backing the Algerian regime 
and uncertain on how to act, 
EU govemmeuts have now 
shown their concern. 

EU diplomats said the visit 
sent a message to Algiers 
that Europe could not be 
indifferent while thousands 
of civilians were being mur- 
dered. “We met the rather 
modest objectives we set 
ourselves," said an EU offi- 
cial. “We've kept the dia- 
logue alive.” Ahmed Attaf. 
Algeria's foreign minister, 
has been invited to London, 
now bolding the rotating EU 
presidency, for further talks. 

The Algerian government 
stood its ground on Tuesday. 
It firmly asked for co-opera- 
tion in dismantling alleged 
terrorist networks in 
Europe. It rebuffed the dele- 
gation's offers of humanitar- 
ian aid and its appeal for 
immediate access for special 
United Nations rapporteurs 
to look into human rights. 

Algiers’ position has been 
that independent inquiries 
into massacres are unaccept- 
able because they put In 
doubt the government asser- 
tion that Islamist extremists 


are to blame for all killings. 

Algerian officials say they 
are not opposed to visits by 
UN special rapporteurs on 
torture and extra-judicial 
killings; planned visits in the 
past bad been delayed due to 
conflicting schedules. But 
EU officials said Algiers' 
position now appeared to be 
that these visits should be 
discussed at the March meet- 
ing of the Human Rights 
Commission. 

Mr Fatchett said no evi- 
dence existed to support the 
perception of government 
implication in the violence. 
But he suggested the way to 
counter these perceptions 
was by transparency and 
allowing UN rapporteurs in. 

Europe was willing to 
co-operate on terrorism, as 
the government wanted, but 
it was up to Algiers to pro- 
vide specific evidence to 
back allegations terrorist 
networks were operating in 
Europe. 

The EU tried to emphasise 
it is willing to cooperate 
over terrorism but expected 
Algerian co-operation on 
human rights. “We have suc- 
ceeded in establishing a 
framework for the future of 
dialogue, which is about ter- 
rorism and what we can do 
to fight terrorism and to 

assist in that process, and 
also about openness and 
human rights in Algeria." 
Mr Fatchett said. 

If the results of the EU 
visit appear modest, it is 
partly because Algiers 
rejects attempts to step into 
Its domestic affairs. Some 
experts argue pressure 
should be applied: others say 
dialogue may be the only 
way to keep contact, so as to 
gain a better understanding 
of the conflict and not drive 
Algiers into more isolation. 

In Algiers, parties were 
yesterday expected to ques- 
tion Ahmed Ouyatua, the 
prime minis ter, on reasons 
for the growing violence and 
the apparent inability of 
security forces to protect the 
population. 


Yassir Arafat, president of the 
Palestinian Authority, meets Presi- 
dent Bill Clinton in Washington 
today with expectations for a break- 
through in the peace talks almost as 
i low as the patience of Palestinians 
I in the West Bank and Gaza. 

Mr Arafat’s talks follow two ses- 
sions earlier this week between Mr 
Clinton and Benjamin Netanyahu, 
Israeli prime minister. 

Neither side would say precisely 
what the administration presented 
in an attempt to persuade the 
Israelis to agree to a significant 
troop pull-back from the West Bank. 
A US official said: “I think we have a 
lot of work to do still" to bridge the 
gap between Israelis and Palestin- 
ians. 

Palestinians think the gap is nar- 


rower than either the US or Israelis 
would believe. They say this is 
because Mr Netanyahu has radically 
reduced Palestinian expectations on 
the amount of land Israel is prepared 
to hand over to them during the long 
overdue second of three troop with- 
drawals. 

“The maximum amount of land 
the Palestinians expect to get in the 
second redeployment is around 12 
per cent" said Ghassan Khatib, 
director of the Jerusalem Media and 
Communications Centre. “They used 
to demand 30 per cent Netanyahu 
has reduced their expectations with 
the help of the US because the US 
simply never applied enough pres- 
sure on Israel ” 

Israel says it must retain large 
swathes of the West Bank for its 
“security" and “national" interests. 
But Israeli officials admit Palestin- 


ians would not be able to create a 
viable state with small tracts of land 
devoid of territorial continuity. 

In any case, they add. Mr Netan- 
yahu and several of his ministers are 
against the establishment of a Pales- 
tinian state, while pro-Jewish settler 
parliamentary deputies axe against 
any troop pull-back. Yesterday, they 
again threatened to bring down the 
government if any redeployment 
was agreed. 

It is far from certain if Palestin- 
ians would accept being handed 
back 12 per cent of land. “So far, 
Arafat is in control of the streets. 
But the Palestinians need some per- 
spective and need to know which 
direction the peace process is going, 
if anywhere,” said Shmuel Sandler, 
political science professor at Bar-Dan 
University. 

Palestinian officials have repeat- 


edly warned of violence If nothing 
solid is achieved in Washington. Mr 
Sandler believes Mr Arafat will do 
everything possible to prevent an 
explosion. “An explosion would play 
into Netanyahu's hands. He would 
find an excuse to do nothing." 

To retain control of the streets, 
Palestinian officials said they 
wanted Washington to break the 
deadlock between Israel and the Pal- 
estinians on opening the airport at 
Gaza, establishing a safe corridor 
between the West Bank and Gaza - 
crucial for the economy of Gaza - 
and releasing many of the 3,000 polit- 
ical prisoners held in Israeli Jails. 

These issues were all agreed by 
Israel and the Pales tinians under the 
1995 Oslo Interim Agreement and 
spelled out again in the Hebron 
Accord, forged a year ago by Dennis 
Ross. US peace envoy. 


reimposes 
food price 
controls 


By Tony Hawkins in Harare. 


Nigeria promises markets and votes 


N igeria's military gov- 
ernment has pro- 
duced a budget that 
it says win deliver the eco- 
nomic conditions for the 
return to civilian rule this 
year. But many observers 
say the economic promises 
are as questionable as the 
political ones. 

Mired in controversy over 
an alleged coup plot and 
with uncertainty continuing 
over the promised end to 
military rule. General Sani 
Abacha. the head of state, 
has pledged to increase 
spending on health and edu- 
cation. accelerate economic 
growth, reduce inflation and 
bring down unemployment. 

The budget's architect, 
Anthony Ani, the finance 
minister, is confident of suc- 
cess: “We are squarely on 
the threshold of a historic 
breakthrough,” he said. "The 
era of excuses and national 
self-deprecation are merci- 
fully over. A new confidence 
that we know of our prob- 
lems and can fix them is 
now palpable.” 

Forecasting annual eco- 
nomic growth of “about 6.19 
per cent” a year over the 
next three years. Mr Ani has 
invited the world to share in 
Nigeria’s imminent success: 
the new budget, he says, “is 
a signal to the global com- 
munity or investors that our 
nation is ready and endowed 
to benefit fully from the wis- 
dom of the market". 


Nigeria: a budget for civilian rule 
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Elements of the budget 
have already been warmly 
praised by the local business 
community. Manufacturers 
have welcomed the abolition 
of excise duties, while the 
scrapping of capital gains 
tax has been well-received 
by a stock market which has 
slumped in value by more 
than 20 per cent over the last 
nine months. 

Predictions of looming 
prosperi ty in a country 
which despite a generation 
of oD riches is now ranked 
by the United Nations as 
among the 20 poorest in the 
world have been regarded by 
many as premature. 


“The 1998 budget is in the 

right direction," concedes 
consultants Arthur Ander- 
sen, “though it left impor- 
tant business undone or 
insufficiently treated." One 
of the key concerns 
expressed is the govern- 
ment’s continuing refusal to 
reform a dual exchange rate 
system under which ele- 
ments of the administration, 
including the defence minis- 
try and the presidency, can 
acquire foreign exchange at 
a rate about four time more 
cheaply than the market 
rate. “It is a convenient tool 
for obscuring budgetary 
transparency and for grant- 


ing privileged access to forex 
to a chosen few,” says Mr 
Atedo Peterside. chief execu- 
tive officer of one of 
Nigeria’s leading merchant 
banks. Investment Banking 
and Trust Company. “It also 
gives a false sense of secu- 
rity in the area of macroeco- 
nomic stability." 

It is a view shared by the 
World Bank and the Interna- 
tional Monetary Fund, with- 
out whose support Nigeria 
cannot expect relief on its 
substantial external debt. 
“There’s no clarity on the 
governments revenue or 
expenditure plans, which 
leaves the system vulnerable 


to abuse,” says an official. 
“We see another billion dol- 
lars going towards a steel 
project we regard as totally 
un viable. The gap between 
us is so large we even differ 
in our estimates of total 
debt” 

Mr Ani says debt now 
stands at $27bn, while credi- 
tors believe it to be $35bn. 

Further doubts have been 
expressed over the govern- 
ment’s newly declared com- 
mitment to privatisation of 
ailing parastatala, set to 
begin this year with the flo- 
tation of Nigeria Telecom- 
munications (Nitell. Gen 
Abacha is to head a commit- 
tee to oversee it 

E x ternal factors, however, 
could deliver the biggest 
blow to Mr Ani’ s plans. 
More than 90 per cent of 
Nigeria’ s foreign exchange 
earnings are derived from 
the oil sector, and prices are 
already well below the $17 a 
barrel estimate on which the 
1998 budget is based. 

Analysing what he called 
"the Budget of Transition", 
Mr Ani commented that the 
military’ s carefully con- 
trolled programme to return 
Nigeria to civilian rule, was 
based on “the interface of 
economic development and 
participatory democracy". 
For many observers there 
now appear as many doubts 
over the former as the latter. 


Antony Goldman 


Zimbabwe yesterday 
abandoned one of the planks 
of its economic reform pro- 
gramme when It a n no un ced 
that a three-man cabinet 
committee had been set up 
to prevent food prices from 
reaching “unaffordable mid 
unrealistic'' levels. 

Price controls, maintained 
throughout the 1980s, were 
abolished as part of a World 
Bank/IMF-backed reform 
programme in 1991. 

The move follows this 
week’s outbreak of food 
riots in Harare, which have" 
since spread to some of the 
smaller centres including 
the eastern border etty of 
Mntare, where businesses . 
were forced to close, yester- 
day. State radio reported 
that police had fired on foot- 
ers, but no casualties were 
reported. In Harare, hospital 
sources said at least four 
people bad died in the.dis^ 
turbances this week. ' •' 

Harare city centre was' 
quiet and state radio - 
reported that conditions had 
began to return to norimd 
in the capital’s high-density 
satellite towns. 

After a cabinet meeting in 
the morning - the first since ' 
the riots began the. gov- 
ernment announced its plan 
to reimpose sonie price . 
curbs. The information min- 
ister, Chen Chi mu ten g- 
wende, said the market. . 
would be allowed to .set 
prices provided they were 
“realistic”. Firms would 
have to consult toe govern- 
ment before raising prices. 

The price control' move 
will cast a pall over today’s 
inaugural meeting of . the 
National -Economic Consol- . 
festive Forum, at which .the 
government is expected lo- 
an veil plans far the second 
phase of reforms. Having 
scrapped several earlier 
reforms - the commandeer- 
ing in November of corpo* . 
rate foreign exchange 
accounts, and this Week’s . 
partial reimposttian of price 
controls - the government . 
will find jt difficult to con- 
vince business it is serious 
about economic reform. 
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NEWS: THE AMERICAS 




Clinton in 

f '■ ’’ - ^ 

denial of 
fresh affair 


By Mai* Suwnsn 
in Washington ’ 

President Bill Clinton 
yesterday furiously denied 
allegations that he had an 
“improper" relationship with 
a former White House intern 
and then asked her to deny 
the affair under oath. 

Mike McCurry. White 
House spokesman, said Mr 
Clinton was “outraged- by 
the allegations and had 
made it "clear from the 
beginning" that he wanted 
"people to tell the truth" in 
all matters. 

Robert Bennett, the presi- 
dent’s private lawyer, also 
said Mr Clinton "adamantly 
denies" the affair. "1 smell a 
rat." he said. 

The statements followed 
newspaper reports that Mr 
Clinton and Vernon Jordan, 
a close friend and adviser, 
had encouraged Monica 
Lewinsky, 24-year old 
former White House intern, 
ta lie to lawyers about hav- 
ing had an affair with the 
president. 

Kenneth Starr, the inde- 
pendent prosecutor looking 
at the president's involve- 


ment in the Whitewater 
affair, a shady land dual, has 
been authorised by a panel 
or federal judges formally to 
Investigate the matter. 

Democrats and Republi- 
cans alike reacted with 
shock to the allegations, 
while analysts warned that 
if the serious charge of 
obstruction of justice were 
proven, it could even lead to 
impeachment proceedings. 

At the least, the charges 
ore likely to damage the 
president’s reputation at a 
time when polls show that 
the public now largely 
believe his innocence with 
regard to accusations by 
Paula Jones, a former 
Arkansas state employee, 
that he made improper sex- 
ual advances to her while 
still state governor. 

Mr Starr received the 
authorisation to expand his 
inquiry from the three-judge 
appeals court panel which 
oversees independent coun- 
sels after Janet Reno, attor- 
ney general, forwarded his 
request to do so last week. 

He is now formally 
empowered to examine alle- 
gations of perjury, false 



Kenneth Starr: he will investigate the allegations 


statements and obstructions 
of justice involving the presi- 
dent in the matter. 

The allegations refer to 
Monica l^ewinsky. a former 
intern who worked in the 
White House in 199b and 
then moved to the Pentagon. 

A rormer co-worker at the 
Pentagon is said to have pro- 
vided Mr Starr with tapes of 
conversations she had with 
Ms Lewinsky detailing a 
long affair with Mr Clinton 
and saying that the Presi- 
dent and Mr Jordon encour- 


aged her to give false testi- 
mony to lawyers represent- 
ing Ms Jones. 

Ms Lewinsky gave an affi- 
davit to Ms Jones's lawyers 
earlier this mouth denying 
any relationship with Mr 
Clinton, or that sexual over- 
tures from the president had 
any effect on her job. 

She is due to make n for- 
mal deposition on the matter 
later this week and the presi- 
dent is also believed to have 
denied the affair when he 
gave his own deposition to 


Ms Jones's lawyers last Sat- 
urday. 

Mr Starr was strongly crit- 
icised last year when it 
emerged that he had ques- 
tioned .Arkansas state troop- 
ers about Mr Clinton's sex- 
ual behaviour during his 
time as governor. 

At the time, it was 
felt that such con vers 
miuns far exceeded his offi- 
cial mandate to look at 
financial transactions sur- 
rounding the Whitewater 
affair. 


Insurer 
files Ford 
lawsuit 


Ford Motor Company is to 
contest a federal lawsuit 
filed by Illinois-based State 
Farm, one of the two big 
vehicle insurers in the US. 
alleging that the carmaker 
installed defective Ignition 
switches in 26m cars and 
then concealed information 
related to the problem, 
writes Nikki Tait in Chicago. 

Fires which allegedly 
resulted from the defective 
switches led to many insur- 
ance claims - money which 
Slate Farm is now trying to 
recoup. 

The insurer's suit, filed in 
the US District Court in Los 
Angeles, does not give an 
assessment of the total 
value of claims which State 
Farm believes resulted from 
the allegedly defective 
switches. But it has identi- 
fied 80 vehicle fires which 
occurred in California, 
which it believes could be 
traced to (his problem, 
involving policyholder pay- 
ments of more than 
$440,000. 

In a statement released 
yesterday Ford maintained 
that the new allegations 
were “the replay of an 
unsuccessful lawsuit", and 
were “baseless and without 
merit". 

Ford acknowledged an 
ignition switch problem two 
years ago and recalled about 
8m vehicles. 


Cuban exiles seek an anti-Castro miracle 


T he image that caught 
the mood among exile 
Cubans in Miami 
before yesterday's -start of 
Pope John Paul ITs visit to 
Cuba was the huge painting 
of Jesus erected in Havana’s 
Revolution Square. 

The image, placed in the 
site of many of President 
Fidel Castro’s harangues to 
the Cuban people and. hith- 
erto a shrine to’ Che Gue- 
vara. Mr Castro’s revolution- 
ary colleague, was seen by 
some exiles as little short of 
a miracle in a country that 
was, until 1992. officially 
atheist Stiff others saw Mr 
Castro's manipulation" of 


international public opinion 
as be seeks investment in 
his decayed economy. 

• • One Cause for concern is 
the message the Pope will 
deliver. He is expected not 
only to call for more respect 
for human rights in Cuba 
but to criticise the US eco- 
nomic boycott, strongly 
endorsed by many of the 
more outspoken Miami 
exiles. 

Reports from the papal air- 
craft yesterday appeared to 
confirm the Pope would urge 
a rethink of the embargo. 
Responding to a question 
from reporters aboard the 
papal flight about any mes- 


sage he had for the Ameri- 
can people regarding the 
embargo, the Pope said: “To 
change, to change”. 

Steering a course between 
the waning views are the 
Cuban-American priests of 
the Archdiocese of Miami. 
Jose Luis Menendez, rector 
of an Inner city church, said 
of his mostly Central Ameri- 
can and Caribbean congrega- 
tion: "Perhaps some people 
wont like it (the Pope's mes- 
sage], but some people in 
Havana won’t like it either." 

Throughout tbe papal 
visit, the bells of Fr Menen- 
dez’s Corpus Chrisd church 
will ring out the Cuban 


national anthem 12 times a 
day. The rector reflects wide- 
spread hopes among the 
exiles that the visit will be 
the start of political change 
in Cuba. 

But the uneasy balance 
between tbe earthly and 
spiritual aspects of the trip 
remains controversial. Soon 
after the visit was 
announced, the archdiocese 
said it had chartered a cruise 
liner to sail from Miami to 
Havana. Protests ended only 
after the archbishop can- 
celled the cruise amid 
charges he had succumbed 
to pressure from wealthy 
Cuban Americans, a charge 


denied on all sides. 

Some Cuban Americans 
have signed up for a charter 
flight the archdiocese has 
arranged for a one-day pil- 
grimage to Havana. The 
leader of one anti-Castro 
group, Ram6n Saul Sanchez, 
has been saying some mem- 
bers of his Movimiento 
Democracia may use small 
boats to try to land in Cuba 
without visas to see the 
Pope. 

On Spanish-language radio 
stations yesterday, much of 
the talk was about the 
"Jaruzelski effect", the pon- 
tiff’s alleged ability to set in 
motion anti-dictatorial forces 


in countries he visits. Sup- 
porters of the argument say 
the Pope’s trip to Poland led 
to the collapse of General 
Jaruzelski's regime. Exiles 
cite the appearance of the 
effect after the pontiff's vis- 
its to Chile and Nicaragua. 

While hopes for an anti- 
Castro miracle run high, so 
too. does a sense that Mr 
Castro is likely to survive 
the Pope’s visit. A poll by 
The Miami Herald showed 55 
per cent of respondents 
believed the visit would 
bring either no change or a 
change for the worse. 

Henry Hamman 


NEWS DIGEST 


Asia crisis hits 
US tourism 


The US trade deficit in goods and services shrank from 
SS.lbn in October to SSfon in November, the US Commerce 
Department said yesterday. But a steep decrease in travel 
and tourism may signal the fust threat from the Asian 
economic crisis. 

The services sector - a consistent bright spot in US 
trade figures - continued to produce a surplus, which is 
expected to hit a record S85bn at the end of the year. 
However, services exports fell SJOObn from October to 
November, the department said, "partly reflecting a 
S2Ulim decline in travel". 

Although the department said it was too early to 
speculate on the impact of the Asian crisis on travel to 
the US. travel agents around tbe country have reported 
reduced tourism from Asia - and from Japan in 
particular. 

Economists expect a lag before the full impact of the 
Asian slump is felt in the merchandise trade picture. But 
another early sign of trouble is the drop in exports of 
capital goods - mostly semiconductors and computer 
accessories - which fell STOOm in November. 

Nancy Dunne, Washington 

M COLOMBIA 


Telecom monopoly ended 

The Telecommunications Regulatory Commission <CRTj 
ui Colombia has granted an operating licence to a local 
company, ending the monopoly of Telecom, the state 
carrier. 

The CRT gave Bogota's municipally owned local 
telephone provider Empresa de Telecomunicaciones de 
Bogota <ETB> a licence to provide long-distance and 
international sen ices to the country’s -turn inhabitants. 

“It is an irreversible step which ensures competition in 
the area of long-distance telecommunications for the first 
time", said Sergio Regueros. ETB's manager. 

The competition is likely to lead to a reduction in 
tariffs. The country’s regulatory framework, introduced 
by the CRT last year, stipulates that new operators con 
only cut tariffs during the first year of operation by 20 per 
cent of state carrier Telecom's 1997 prices. ETB paid 
SI 50m for the licence and Mr Regueros said the new 
long-distance and global service would be running within 
six months, adding a further S150m needed to be invested 
in Infrastructure. Adam Thomson. Bogota 

■ US HEALTHCARE 


Clinton’s plan backed 

Americans favour the controversial regulation of 
managed healthcare proposed by President Bill Clinton in 
his Consumer Bill of Rights, according to a survey 
conducted by the Raiser Family Foundation and Harvard 
University. 

But fierce criticism of tbe proposals from sectors In the 
healthcare industry worries many people and weakens 
support for the measures, tbe survey showed. Critics 
argue the measures will lead to higher premiums and too 
much government involvement in healthcare, which will 
in turn lead to employers dropping or diluting coverage. 

Almost three-quarters - 72 per cent - support the bill 
becoming law. That majority, however, rapidly declines to 
a minority if the outcome is higher healthcare costs. 

Nicholas Timmins. Washington 
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NEWS: ASIA-PACIFIC 


Bonus Cut I Support plan raises worries about inflation and further rupiah weakness | NEWS digest 


sparks 

Bangkok 


Bank merger wave in Indonesia 


protests 


By Sander Thoenes 
in Jakarta 


By Ted Bardacke 
in Bangkok 


South-east Asia's bonus 
season got off to a violent 
start in Thailand yesterday 
as car-parts workers protest- 
ing against a cut in tradi- 
tional year-end bonuses bat- 
tled with riot police in 
Bangkok. 

More than 3,000 workers at 
Thai S ummi t Auto Parts 
Industry, a parts producer 
for Honda. Isuzu, Mitsubishi. 
Suzuki and Yamaha, took to 
the streets and set up a 
blockade when the company 
said it would reduce year- 
end bonuses by two-thirds, 
halve punctuality payments 
and end a food allowance. 

Bonuses and other benefits 
are regarded by workers 
throughout the region as 
part of base pay and often 
react violently when pay- 
ments are arbitrarily cut. 
Last year, Thai workers 
burnt down a Sanyo factory 
complex when bonuses were 
cut. Car workers are among 
Thailand's best-paid and 
most educated industrial 
workers. 

The protesting workers, 
many of them drunk and 
burling objects, had dwin- 
dled to about 50Q by dawn 
when police moved in 
assisted by motorists armed 
with tyre irons who had 
been trapped for boors by 
the blockade of a highway 
on the outskirts of Bangkok. 

The bloody scenes were 
broadcast on national televi- 
sion and were unlike any- j 
thing witnessed in Thailand j 
since a military government 
gunned down scores of pro- I 
testers in 1992. j 

Next week the bonus spot- | 
light is likely to focus on 
Indonesia, with the conver- 
gence of the Lunar New 
Year and the end of Rama- 
dan. On that day many 
Chinese-owned businesses 
are due to pay bonuses to 
their largely Moslem work- 
force returning from month- 
long religious observance. 1 

Citing a lack of adequate 
social safeguards to protect 
workers who lose their jobs 
or suffer pay cuts, the Inter- 
national Labour Organisa- 
tion warned last month that ; 
Asia's economic turmoil ! 
could have “catastrophic" 
social consequences. 

The Thai government 
vowed yesterday to continue 
to take tough action against 
protesters, particularly those 
who “cause difficulties for 
the public". Analysts believe 
that as the Thai economy 
deteriorates industrial work- 
ers may join the annual trek 
of rural protesters to Bang- 
kok, creating a potentially 
volatile political situation. 


Bank Danamon and Bank 
Lippo, two of Indonesia’s 
largest h ank s, will today 
agree a merger along with 
several smaller banks, 
according to bankers close to 
the negotiations. Bank Dnta 
and Bank Bukopin also 
announced plans to join yes- 
terday. and Bank Interna- 
sional Indonesia on Monday 
announced it would merge 
with Bank Dagang Negara 
Indonesia and three affili- 
ated banks. 

The collapse of the rupiah 
and an accompanying liquid- 
ity squeeze have raised fears 
of a meltdown of Indonesia's 
225 private banks, most of 
which are undercapitalised 
and over reliant on US dollar 
borrowings. 

Indra Widjaya, president 
director of Bank In tern a - 
sional Indonesia, the most 
profitable private bank in 
the country last year, said 


Indonesia’s government made good on part 
of last week's reform pledge yesterday, 
deregulating trade and investment, hut 
another sharp fall of the rupiah added pres- 
sure for banking reforms and private debt 
rescheduling which have yet to be 
announced. 

The rupiah, which dived to a historic low 
ofSpU350 to the dollar before ending at 
11,575, is dow worth 17 per cent less than 
when Bill Clinton, the US president, urged 
President Suharto to accept International 
Monetary Fund reform measures a fortnight 
ago. 

Fitch IBCA, the rating agency, down- 
graded Indonesia’s long-term foreign cur- 
rency rating from BE- to B+, citing political 
uncertainty. 

Indonesian officials announced an aid to 
restrictions an imports of ships and mfik 


products, on branches of foreign and joint 
venture banks and on foreign investment 
into p alm oil plantations, wholesale and 
retail trade. 

They also confirmed the cancellation of . 
all special tax customs privileges for 
the co n tr ov e rsi al national car programme 
and all funding for the costly EPTN aircraft 
manufacturing plant, long targets of criti- 
cism from the World Bank and IMF. 

Stanley Fischer, IMF deputy managin g . 
director, indicated yesterday the Fund was 
reconsidering its earlier policy erf avoiding 
the issue of private debt, saying a team of 
IMF expats was working with the govern- 
ment on a debt rescheduling. 

. Horst Kohler, a special envoy from Ger- 
man chancellor Helmut Kohl, said this week 
that Mr Kohl would press German banks to 
co-operate an debt rescheduling efforts. 


he had managed to cushion 
a “massive write-off of all 
bad loans” with record prof- 
its in the first half of 1997. 
That was in December, when 
the rupiah stood at Rp5,000 
to the dollar, against yester- 
day's close of Rpll,575. 

“But in January the pic- 


ture is quite different again.” 
he said. “Once the . dollar 
went to 10,000 I got a head- 
ache. My customers who are 
importers and sen in rupiah 
have trouble paying loans.” 
Other bankers say that 
essential imports are not 
reaching Indonesia because 


foreign banks will not even 
accept letters of credxt-from 
Indonesian state banks. 

Rank Indonesia, the cen- 
tral bank, Has encouraged 
large private banks to take 
over small banks which 
would otherwise he forced to 
close. It has told all hanks to 


raise equity to Rp2,000bn 
(Sl70m ) before tiie end of the 
month, which would require 
all but the 10 largest hanks 
to find new investors or 
merge. The central bank, 
closed down 16 banks in 

October but the subsequent 

night erf depositors from all 
private banks, and thou- 
sands of job losses at a time 
of rising unemployment, has 
made the government wary ■ 
of any more closures. 

Mr Widjaya and other 
bankers said that a prime 
motive for the rush to merge 
was not increased efficiency, 
as illiquid banks wifi only 
burden the healthier banks, 
but a promise from the cen- 
tral bank of credit support in 
exchange for bailing out 
troubled competitors. 

Some bankers and cur- 
rency traders worry that the 
mergers could drag down the 
healthier and ’warned 
that central bank aid would 
boost inflation and add to 
pressure on the rupiah. 



federation. This whs the highest figurefara decadd, 











Industrial output op 10% 


Seoul fires warning shot over chaebol 


By John Burton In Seoul 


South Korea’s chaebol: under pressure to reform 


The new South Korean 
government yesterday 
warned it might introduce 
tough legislation next month 
to force the big family-owned 
conglomerates, or chaebol, to 
reform if they failed to 
implement extensive 
restructuring. 

Kim Dae-jung, president- 
elect, criticised recent 
restructuring plans by the 
Hyundai and LG groups as 
“cosmetic" and “incomplete" 
as they balked at proposals 
to sell troubled subsidiaries. 

Kim Won-giL a top eco- 
nomic adviser to South 
Korea's next president, said 
the new government wanted 
“more fundamental and 
drastic reforms” than 
announced by Hyundai and 
LG. He warned that pro- 
posed corporate reform laws 
would impose strict condi- 
tions IT the chaebol refused 
to reduce their sprawling 
industrial empires. 


1896 financial data for Avb leading chaebol (Won bn) 
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The chaebol have been 
blamed for contributing to 
Korea's foreign debt crisis by 
borrowing heavily to finance 
excess capacity and new 
unprofitable ventures. 

The corporate debt prob- 
lem is also being closely 
watched by foreign banks as 
they resumed negotiations 
yesterday with Korean offi- 
cials on rescheduling $36bn 
in short-term debt due this 
year from Korean financial 
institutions. Korean officials 
are believed to have asked 
foreign banks for a new syn- 
dicated loan to replenish for- 
eign reserves, even though 


Korea has delayed repay- 
ment of existing short-term 
loans. 

The government is under 
pressure from trade unions 
to reduce the economic dom- 
inance of the chaebol in 
return for possibly accepting 
legislation that would 
reform Korea's rigid labour 
laws and allow job dismiss- 
als. 

In response to criticism 
that chaebol owners have 
failed to pass money to their 
industrial groups, Lee Kun- 
hee. Samsung chairman, 
announced he would contrib- 
ute Won220bn of his 


personal wealth to increase 
the group's capital and pre- 
vent job cuts. 

But a restructuring plan 
announced by Samsung yes- 
terday failed to ease worries 
that the chaebol were still 
resisting efforts to concen- 
trate on core businesses at 
the expense of expansion. 
Samsung said it planned to 
sell one marginal business, 
its newspaper Joong-ang 
Qbo, which it earlier prom- 
ised to do in 1994. It would 
also cancel plans to build a 
new 102-story global head- 
quarters in Seoul 
Analysts believe that Sam- 


sung should concentrate on 
electronics and finance, 
while selling its weak busi- 
nesses in Cars, sht p h rrilriTng 
arut petrochemicals. 

Aides to the president- 
elect have already warned 
that the new government 
might investigate Samsung 
on how it acquired a state 
licence to produce cars 
under the current govern- 
ment of Kim Young-sam. 
Samsung agreed to locate its 
car plant in Pusan, the polit- 
ical base of the current presi- 
dent. 

Trade unions have blamed 
chaebol mtonanaggn-wint for 
causing Korea’s economic 
woes and have demanded 
that leaders should be held 
responsible. 


Singapore's Industrial output grew 10 per cent imfibvcmif 
her, boasted by gains in the city-state’s key industries^ ;• 
electronics, chemicals and engineering. Compaied“with i 
October's industrial production index; output fri Novem- .' 
ber was down CL5 per cent October's manth-m-month. : _ 
change was, in turn, down 6-6 per cent from September, i 
when the index was at its highest in at least two years. 

The Economir. Development Board said electronics out-: 
put was up 10 per cent year-on-year, boosted by semioaa---. 
doctors, computer peripherals and printed dreuit boards; 
Output in the chemicals industry was -up. I7 per cent, with 
gains posted in output of petroleum products;. Industrial; : 
and special chemicals, as well as petrochemicals. Bngi- • 
neertng industry output was tip U> percent; with all beg-- r 
meets posting growth, including precisian engineering ; 
prod uct ion , process wn gfruwiTig^ and transport engineer*- 7 

ing. Sheila McNnljy,8in&cipan-. 


PHILIPPINE BUDGET, 


Deficit may follow surpluses 


• Fitch IBCA. one of the 
three international credit 
rating agencies, yesterday 
become the first to change 
its outlook for Korean sover- 
eign audit ratings to posi- 
tive. 


After four successive budget surpluses, the Philippines 
could face a deficit of up to TSbn pesos ($L8bn) this year, 
way off the International Monetary Fund’s t a rge t of a \i 
27bn pesos surplus, Roberto de Ocampo, finance minister^ 
said yesterday. Bis remarks follow the approval try Con- : 
^ess last week of a 541bn pesos budget for i998. The ; ••'<«. 
finance secretary said an incorrect a ssumpti on of the for- 
eign exchange rate could account for a loss of 45bn pesos, 
with a further 25bn pesos special congressional fond rep- : ■ 
resenting the next biggest component of the deficit Aural: 
subsidy fund, which has been suggested by Congress, 
would cost the government an additional Km pesos,! - 
President Fidel Ramos has yet to sign the budget into! 
law, however, and can veto the dramatically increased : 
“pork barrel” allowances legislators have allocated them- 
selves. .- Justin Miarozzi,. Manila -i 


Cook sees successful start to Chinese rule in HK 


By John Ridding in Hong Kong 


Hong Kong has made a successful 
start to its transition from British 
to Chinese sovereignty, in spite of 
continued concerns over democ- 
racy in the territory. Robin Cook, 
Britain's foreign secretary, said 
yesterday. 

“Our confidence in the future of 
Hong Kong has been reinforced," 
said Mr Cook, the most senior 
British official to visit Hong 
Kong since last July's handover. 


While Sino-Britlsh relations 
had been strained by disputes 
before the handover, the foreign 
secretary said discussions in Bei- 
jing before his visit to Hong Kong 
had signalled “a dear offer for a 
fresh start". In spite of a failure 
to secure commitments concern- 
ing the release of political dissi- 
dents in China, he said relations 
with Befiing had entered a new 
phase following the handover and 
had strengthened across the 
board. 


“The first six months makes us 
optimistic that ‘one country, two 
systems’ can be transformed from 
an imaginative concept to a con- 
crete reality," said Mr Cook, 
referring to the formula which 
underpinned Sino- British agree- 
ments. “They have provided wel- 
come evidence that the Chinese 
government is able and willing to 
give Hong Kong the autonomy 
promised.” 

Mr Cook came under fire from 
local pro-democracy leaders, who 


accused Britain of accepting elec- 
tion rules which will sharply cur- 
tail the franchise in legislative 
polls due in May. “This is not a 
fair election,” said Martin Lee, 
leader of the Democratic party. 
“If the British government can 
accept it, they are being irrespon- 
sible." 

The foreign secretary denied 
Britain had altered its stance m 
democratic reforms, the source of 
serious disputes with China 
before the handover. “We have 


real concerns with the electoral 
arrangements," said Mr Cook. 
“We regret the fact the election is 
taking place with a reduced elec- 
toral basis." 

Under the new election rules, 
the franchise will be sharply 
reduced for the 30 of the 60 seats 
to be elected by functional con- 
stituencies - mainly industry and 
professional associations. Chris 
Patten, the last British governor, 
had broadened the franchise for 
these constituencies to more than 


2m. But the electorate is how 
reduced to fewer titan 200,000 . . 

The ai directly, elected seats 
will be contested under propor- 
tional representation based on 
geographical constituencies. The 
remaining id seats wiHbe chosen ; 
by an election c ommitte e, dnmt 
nated by pro-ChinH groups. 

■ While expressing concerns 
about political developments, Mr 
Cook was optimistic about Hong 
Kong’s ability to. withstand; the 
economic downturn in the region. 



CONTRACTS & TENDERS 


FRONTRUNNER I, SICAV 

Soci£i£ d'Investissenxiur A Capital Variable 
672, rue de Ncudorf, L-2220 Flndel 
R-C. Luxembourg B 31442 


^Hava? 



ANNOUNCEMENT 

REPUBLIC OF TURKEY PRIME MINISTRY 
PRIVATIZATION ADMINISTRATION 


40% of public shares In Havaalanlan Yer 
Hizmetleri AJj. (Ground Handling Co.) will be 
privatized as a whole 


Notice of Mooting 

Nonce is hereby given to the ihareboktera of FRONTRUNNER l SICAV tbu an 
extraordinary staarcJMMers' meeting shall be bcM before notary, at the regi s tered 
office of the Corporation. 67 Z, rue de Ncudorf, FrndcU on 10 February 1998 at 
14:30 local rime, with the following agenda: 

1. Revision of the Articles of IncorporaikSn of the Corporation, and more 
particularly amendment, inter alia, to the Articles 4 (registered office, 
esrabtbdunent of subsidiaries). 5 (coa version of the capital into EURO as from 
the introduction of such currency, possibility to luuc bearer shares), B and 10 
(means of communicaiion for notices and proxies!, 12 (powers of die Board 
of Directors to expand certain investment possibilities from EU countries to 
OECD member states), 17 ( redemption of the dares), 18 (valuation method). 
19 ( issuance of shares 1 and 34 (dissolution), this list being not exhatative, 

A copy of the Articles of Incorporation as proposed to the extraordinary 
shareholders' meeting Is available at the registered office of the Corporation 
where each shareholder may consult them and request a copy thereof. 

The resolutions must be passed with a minimum quorum of 50% of the issued 
shares by a majority of 2/3 oF the votes cast thereon at die meeting. 

Each share is entitled to one vote. 


Arbitration vacuum 
raises business fears 

H ong Kong companies because of enforcement, ” members of the 
planning to sue says Peter Caldwell, sec- based Chartered Iru 
mainland concerns retary-general of the Hong Arbitrators, general 


TL 100.000.000.000 
TL 30.000.000.000 


1. Republic of Turkey, Prime Ministry, Privatization Administration (PA) will privatize 40% 
public shares in Havaalanlan Yer Hizmetleri A£ by the method of “Sale”. 


In order to vote at the extraordinary general meeting. sbarchoMcrs may be 
present in person or represented try a duly appo hired proxy. SbamhoUcis who 
cannot attend the meeting in person are invited to send a duly completed and 
signed proxy form to the address of the Corporation to arrive not later than 6 
February 1998. Proxy forms will be sent to shareholders with this notice and can 
also be obtained at the address of the Corporation, b ei ng 672. roc dc Ncudorf. 
L-2220 PmdeL 


2. The lender will be realized by means of negotiations following receipt of bids in closed 
envelope. The tender, if deemed necessary by the Tender Committee, may be concluded 
by an auction with the contribution of bidders who are participating in negotiations. 

3. Tender Specifications and the information Memorandum containing information about 
the Company can be obtained as from 19. 1.1 098 at the address of the PA stated below, 
against payment of TL 30.000.000 f thirty million!. Obtaining Tender Specifications and 
the Information Memorandum is a prerequisite for participating in the tender 

4. The bids should be prepared in accordance with the Tender Specifications and the 
Information Memorandum and submitted to PA at the address stated below until Friday, 
20.2.1998, 17.00 hrs. latest The bids received after above mentioned date and hour 
will not be considered in evaluations. 


By order oF the Board of Directora 

Frontrunner Management Company SJK. 
672. rue de Neodorf 
P-O. Boa 782, L-2015 Luxembourg 
Td: +352 43 39 58- Fax; +352 43 39 40 


5. At any stage of the tender; bidders might be asfced to extend an additional bid bond which . 

shall not exceed 5% of the bids with the highest financial value. 

6. PA is not subject to Law. No 2886 concerning State Tenders and shall be entitled to 
effect or cancel the tender; to award a contract to any party of its own choice and to 
extend the bidding period. 


The Financial Times plans to publish a Survey on the 

Japanese Financial 
Revolution 

on Friday March 27 1998 


For further information, 
please contact: 


k REPUBLIC OF TURKEY 
S PRIME MINISTRY 

J PRIVATIZATION 
p ADMINISTRATION 


Patrick Brennan In Tokyo 
Tel: +81 3295 4050 Fax: +81 3295 1264 
Haj Haffejee 

Tel: +44 171 873 3984 Fax: +44 171 873 3204 


HQseyin Rahml Gflipmar Sob* No. 2 ^ankaya 06680 ANKARA/TURKEY Teh (90-31 2) 44! IS 00 Fat [W-3 12)441 1588 


or your usual Financial Times representative 


FT Surveys 


H ong Kong companies 
planning to sue 
mainland concerns 

which have reneged on com- 
mercial deals will be step- 
ping into murky waters if 
they resort to arbitration in 
the territory, lawyers and 
nfflrinis say. 

Any such legal action 
would test one of the raft of 
issues left unresolved after 
Hong Kong’s handover to 
Chinese sovereignty last 
year, namely the enforce- 
ment of arbitration awards 
made within the newly 
enlarged China. Arbitration 
is a mechanism for resolving 
disputes without necessarily 
going to court 
Before the handover China 
and Hong Kong were sepa- 
rate signatories to a New 
York convention binding 
them to honour arbitration 
awards made in any of the 
co-signatories' jurisdictions. 

The plan was to implement 
legislation enabling a status 
quo after Hong Kong 
reverted to Chinese sover- 
eignty on July 1. 

Seven months later, how- 
ever, Hong Kong's justice 
department says a resolution 
has stDl not been reached. In 

the absence of legislation to 
the contrary, lawyers fear 
that China will treat awards 
made in Hong Kong as a 
domestic issue and will not 
regard itself bound to hon- 
our enforcement 
This vacuum has already 
prompted businessmen who 
have dealings in China to 
reconsider where they agree 
to arbitration of potential 
disputes. “When a client 
comes to me and says: 1 
have a contract with a Chi- 
nese party, should I arbitrate 
in Hong Kong?*, the answer 
is probably No," says Raj at 
Jtndal, a partner with Fresh- 
fields, the legal firm. 

"People are a bit nervous 


because of enforcement, ” 
says Peter Caldwell, sec- 
retary-general of the Hong 
Kong Inte rnation al Arbitra- 
tion Centre (HKLAC). "A lot 
of foreign commentators 
have questioned the position 
in regard to Hong Kong.” 

In the absence of cases to 
test the water, the uncer- 
tainty remains. But chal- 
lenges to the legal void are 
expected to emerge shortly: 
two Hong Kong companies 
have signalled their inten- 
tion to take legal action 
against mainland parties fol- 
lowing defaults. 

Pearl Oriental, a property 
company, said late last year 
that it planned to sue the 
mainland buyer that 
defaulted on a HKSl.I2bn 
(US$i45m) payment for part . 
of an office block. Shortly 
afterwards, China Entertain-: 
ment Television Broadcast 
said it would seek legal 
redress after mainland par- 
ties reneged on a US$34Am 
investment deal to take, an 
80 per cent stake in the 
"family viewing" station. 
Unless new buyers emerge, 
the station faces closure. 


A nalysts expect more 
such disputes as the 
property and stock 
markets in Hong Kong fall 
and previously agreed 
investment commitments 
look less attractive. 

Such arbitration cases 
hi g h l ig h t what lawyers say 
Is an important rniggiqg link 
in Hong Kong's business 
infrastructure - and what 
used to be one of its 
strengths. 

Hong Kong has tradition- 
ally been viewed as a supe- 
rior arbitration centre 
because of Its physical and 
regulatory infrastructure. It 
also has one of the highest 
concentrations of qualified 
professionals. Of the 8,000 


members o£ the London-- 
based Chartered Institute, of 
Arbitrators, generally recog- 
nised as the . pre-eminent, 
body. In training, some L200 
are in Hong Kong. _• 

The territory has milked 
these advantages, setting- ju p 

the HKLAC In 1985. TMs 
built its .reputation by 
becoming one of the. first to 
adopt the United Nations 
Commission on Interna- 
tional Trade Law, which - has 
since been embraced ■— 
wholly or partiall y - by vir- 
tually every. country in the. 
world. - - . . 

But its - reputation has 
been undermined by -Hong 
Kong's failure to.resolve the 
enforcement i ssue. -Business- 
men are concerned that their 
Hong : Kong r made . awards 
may not . be .honoured 1 in 
China. Courts on tttemain-, 
land have in the part Sailed 
to enforce awards thaf inteiv 
national qp in ion way t should 
have been awarded. 

Lawyarsoffer variouarea- 
sons far -these di sc repancies.' 
diplomatically jefemngrto . 
the less sophisticated judges 
and lack of. precedent. -The 
less diplomatic explain in 
two words: local prp ted ibn- • 

lorn. ' _ : . 

Louise Barringtdhr direc- 
tor of the .intematfoiial • 
Chamber of Cdhnherc^: In- 
Asia, warns that the void ‘ 
risks undermining Hohg: 
Kong'S jKwfffon. ; : 

. "No.mattor how inueh yqa. . 
like Hong Kang- as i a venae, 
no matter bow nany: reas- 
surances we ‘have had from - 
the People's Ttepubmr. of ' 
China, TtMnk'miy jsffyised • 
lawyer, will hesitateyto 'cHe 
an arbitration jri Hbrig T&mK 
if one of the v plrtiw:a frtni, 
the-PRC, because we ^mptf . 
don’t.knowwhktwlEh^fl^ 
to the awards sbe sajns;^ ;. ^. 
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Super-regulator to vet Lloyd’s agents 


By Chflstoptwr Adams 
and Gaorga Graham 

Thousands of working 
professionals at Lloyd's of London 
will become answerable to the 
UK's new financial super-regulator 

under government plans to apply 
external regulatory oversight to 
the centuries-old insurance market. 

Helen Liddell, a Treasury minis- 
ter, announced yesterday that the 
Financial Services Authority, the 

integrated regulator for the City of 
Loudon launched in October 1S97, 
would have extensive supervisory 
powers over Lloyd's. The insurance 


market welcomed the decision, say- 
ing it aimed tn match best practice 
elsewhere in the City. 

Underwriting and members* 
agents at Lloyd’s will be required 
to obtain FSA authorisation, a 
move which the Treasury said 
would help protect policyholders 
and. capital providers from a recur- 
rence of the disastrous losses 
which almost sank the market a 
few years ago. 

In addition, an emerging second- 
ary market in syndicate “capacity", 
or the right to support business, 
wiJJ be brought under a regime 
similar to the handling of recog- 


nised investment exchanges. 
Howard Davies, chairman of the 
FSA. said it was “highly likely" the 
authority would delegate much of 
the day-to-day monitoring back to 
Lloyd's. 

“Our concern was to define with 
ministers something which was 
not just the Good Housekeeping 
seal of approval, on one extreme, 
and uot a massively intrusive 
regime, on the of her. “ Mr Davies 
said. 

The FSA expects to take an some 
staff from Lloyd's regulatory' 
department and some from outside, 
chding up with a team of between 


25 and 50 people covering the 

market. 

As expected, the FSA will take 
over from the Department of Trade 
and Industry responsibility for the 
prudential supervision of Lloyd's 
central fund, a pool of cash used to 
meet claims if syndicates faiior 
members refuse to meet losses. It 
will have responsibility for the fit- 
ness of Lloyd's ruling council 
members. 

• Equitas. the company which 
assumed the billions of pounds in 
old liabilities from Lloyd's, said its 
performance continued to be better 
than anticipated. 


Figures published yesterday 
showed it paid out £730m (Sl.iS&mi 
of claims net of reinsurance in the 
six months to September 30, com- 
pared with £l.89bn in the previous 
seven months- The return on 
investments rose from £25Sm to 
£525m. 

It said cash outflow up to the end 
of last year was running at S200m- 
£300m less than originally proj- 
ected. but was unable to provide an 
indication of the effect on its cash 
surplus, reported to be £617m at 
the end of March- This will be cal- 
culated at the end of the company's 
financial year after a review. 


Where-the jobs -come -from 


Government upbeat in spite of 27% drop in inward investment forecast for 199S 

Asian fallout 
sets regions 
new challenge 

H yundai of South certainly not as bad as the 
Korea delays the raw figures might suggest: 
start of semiconduo- the numbers for 1997 will 



H yundai of South 
Korea delays the 
start of semiconduc- 
tor production In Scotland. 
Toyota of Japan builds a fac- 
tory in northern France 
rather than at its big site in 
the English Midlands. 
Korea's Samsung defers a 
£30Gm ($489m) investment at 
its plant in north-east 
England, and this week cuts 
staff at its European bead- 
quartern in London. Hall a . a 
Korean forklift truck maker, 
cuts jobs in Wales. 

IS Britain's inward invest- 
ment babble about to burst 
as a result of Asia’s eco- 
nomic turmoil? Britain's 
stock of foreign -owned 
.investment is approaching 
£160bn. In recent years it has 
taken 40 per cent of inward 
investment going into the 
European Union. 

But the National Institute 
for Economic and Social 
Research expects direct 
investment into the UK to 
drop 27 per cent during' 1998 
to £15Jbn. Figures for last 
year, not yet released, are 
also expected to show a dip. 

Yet officials remain 
upbeat. “We are confident 
the UK will remain a very 
attractive place for Asian 
countries wanting to invest 
in Europe,” says the govern- 
ment's Department ' of ^Trade ^ 
and Industry. Matters are 


certainly not as bad as the 
raw figures might suggest: 
the numbers for 1997 will 
look bad because 1996 was a 
good year for inward invest- 
ment. spearheaded by Hyun- 
dai's £1.25bn project in Scot- 
land and LG's £i.7bn 
investment in Wales. 

Inquiries from outside 
Britain are running above 
last year's levels, says the 
DTI. Although Korea is a 
problem. Taiwanese compa- 
nies are interested, and the 
US. Britain's biggest inves- 
tor. is seen as a source of 
potential extra investment. 

Increased competition for 
investment is a growing 
challenge. “There are now 
more than 1,000 development 
agencies pursuing inward 
investment throughout 
Europe.'* says James Turner. 
managing director of the 
Welsh Development Agen- 
cy's international division. 

Competition from eastern 
Europe is particularly 
intense. “The Czech Repub- 
lic, Poland and Hungary are 
aggressively pursuing inter- 
national investment as a 
way of building an economy 
quickly,” says David Bowles, 
operations director at the 
Northern Development Com- 
pany , which covers much of 
northern England. 

“Labour "costs in' eastern 
Europe can be S4-f 5 an hour 


Foreign direct investment in the UK 
1996-07 
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Japan . ' ■ 884 
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compared with $16-S17 an 
hour in the UK. and aid 
packages sometimes cover 
more than half of project 
costs. The result is that UK 
regions have miss ed out on 
projects. The West Midlands 
last an Zsuzu engine plant to 
Poland. A Korean electronics 
company based in north-east 
England is considering the 
Czech Republic while a US 
company is looking at cen- 
tral Europe. 

“Assembly projects requir- 
ing low-quality labour will 
not come to the UK or west- 
ern Europe: we are looking 
at high quality," says one 
UK investment official. Prog- 
ress is already being made 
with projects such as that by 
Pfizer; for US’ pharmaceuti- 
cals group, to create 1,000 


research jobs at Sandwich m 
south-east England. 
Cadence, also of the US, is 
planning a chip design facil- 
ity at Livingston in Scotland 
which will create 1,800 jobs 
for software engineers. 

The UK is doing well in 
such areas as international 
call centres. Italians calling 
Delta Airlines in Rome will 
be connected to an Italian 
speaker in north London. 

Priorities are being re- 
ordered geographically. The 
East Midlands is giving up 
on South Korea - five years 
of attempting to win invest- 
ment has resulted in one 
inquiry. “The Koreans seem 
to be greedy investors who 
want to grab every penny of 
financial assistance they 
can," says John Finch, chief 


executive of East Midlands 
Development Company. 

Among possible Asian 
investors. Taiwanese elec- 
tronics companies as well as 
Japanese automotive compo- 
nents producers are foe 
focus of efforts by the east 
and west Midlands. 

In Scotland, Martin Tog- 
neri, director of the agency 
Locate in Scotland, hopes 
that as the International 
Monetary F'und rescue pack- 
age works through. South 
Korean companies will be 
able to borrow again. 
Contributions by James 
Buxton, Juliette Jourit 
and Richard Wolffe 

Brian Groom 
Stefan Wagstyl 


US tractor giant hits at delay over Emu 


By Peter Marsh in London 

Agco of foe US.- one of the 
world’s big four tractor man- 
ufacturers, has warned that 
investment at Its English. 
factory conld be hit if 
Britain stayed, for long out- 
side the single European cur- 
rency. 

Robert Ratliff, Agco’s 
chairman and chief execu- 
tive, said his company would 
pay a “penalty" If the pound 
continued its recent fluctua- 
tions against other European 
currencies as a result of 
Britain staying out of mone- 
tary union indefinitely. 

Agco. with sales: world- 
wide in 1997 of about $3J2bn. 
operates one of Europe's big- 


gest tractor factories in the 
English city of Coventry, 
best known for its Massey 
Ferguson brand. The plant 
manufactures about 30.000 
tractors a year. 

In recent years, tractor 
output in foe UK has 
climbed rapidly, making 
Britain Europe's biggest pro- 
ducer of. these vehicles. Mr 
Ratliffs comments mean 
that all three of the large 
companies which make trac- 
tors in the UK - the other 
two being Case of the US 
and Italy's New Holland - 
have in the past year warned 
of the consequences to their 
British plant investments if 
the country fails to adopt the 
euro. 


The fourth of the world’s 
top- tractor companies - 
Deere of the US - does not 
have a British plant. The UK 
is not joining economic and 
monetary union in the first 
wave. The government has 
said it is is preparing for 
entry early in the next par- 
liament after a referendum. 

Agco’s Coventry plant, its 
biggest European manufac- 
turing site, exports to 140 
countries. It has other facto- 
ries in Germany. France, 
Italy and Denmark. With 
overseas sales accounting 
for about 85 per cent of the 
UK plant's production, foe 
pound's rise over foe past 
year has eaten into profit 
margins. Mr Ratliff said ster- 


ling's fluctuations during 
1997 had resulted in Agco’s 
worldwide operating profits 
during the year being some 
$30m less than would other- 
wise have been the case. 

• Engineering companies 
are stepping up their prepa- 
rations for redundancies as a 
result of the effects of the 
strong pound and the eco- 
nomic turmoil in east Asia, 
the Engineering Employers' 
Federation said yesterday. 
Nevertheless, skills short- 
ages in some parts of the 
sector are pushing up earn- 
ings for important groups of 
workers at well above foe 
rate of inflation. 

The federation's latest 
quarterly economic survey 


says a positive balance of 20 
per cent of companies 
reported output rose in the 
last quarter of 1997 com- 
pared with the previous 
three months. The figure for 
the third quarter was 11 per 
cent The balance is the dif- 
ference between those say- 
ing trends were positive 
against those saying they 
were negative. 

Alan Armitage, head of 
economics at the federation, 
said he doubted whether this 
sign of increased demand 
was sustainable for 1998. The 
latest survey was conducted 
between November 7 and 
December 5 and involved 
answers from 1.670 
companies 


Malaysian 
group to 
open unit 
in London 


By Norma Cohen. 

Property Correspondent 

A leading Malaysian 
property company is expec- 
ted today to sign an agree- 
ment to build a £ 2 00 m 
($3 25m) international exhi- 
bition centre on a 35ha site 
in the Docklands district to 
the east of the City of Lon- 
don. 

It is understood that the 
Malaysian shareholders had 
already set aside assets in 
the UK to finance the pur- 
chase before the current 
liquidity crisis in South-East 
Asia. 

Under terms of the agree- 
ment with the London Dock- 
lands Development Corpora- 
tion, two wfaoUy owned 
subsidiaries of Country 
Heights Holdings, a com- 
pany listed ou the Kuala 
Lumpur stock exchange, 
will hold a 68 per cent stake 
in a special-purpose UK 
company, Higfapi ne. 

Country Heights is weU 
established in the Far East 
where it has developed resi- 
dential, leisure and hotel 
facilities including the Mal- 
aysia International Exhibi- 
tion and Showroom. 

The other shareholders 
will be foe development cor- 
poration, which will have a 
7.5 per cent stake in the 
project, as well as entitle- 
ment to 1.5 per cent of foe 
centre’s rental and other 
income. The corporation 
donated the land for t be 
project. 

Also involved is foe Lon- 
don International Exhibi- 
tion Centre, a company 
farmed to promote the proj- 
ect since it was launched 
nearly three years ago. It 
will have a 24.5 per cent 
sta k e . 

The deal has a similar 
structure to Private Finance 
Initiative-type projects, 
whereby UK government 
bodies can profit from land 
and properties under their 
control which have not been 
fully exploited. 

It is intended that £40m of 
foe £200m development cost 
will be provided through an 
equity placement by the 
leading shareholder, while 
foe remaining £i60m will be 
provided through a 20-year 
bond issue expected to be 
priced at 150 basis points 
over comparable maturity 
UK government gilts. 


PolyGram plans Europe’s biggest film effects unit 


By Afice Rawstftom - 
in London 

PolyGram is believed to be 
considering opening 
Europe's largest visual 
effects unit in London. The 
unit would create computer- 
generated » effects for 
ThundarbirdSr the company’s 
forthcoming feature film, 
before being hired ont to 
other companies- PolyGram 

is controlled by Philips, the 
Dutch consumer electronics 
group.- . 

■ .The proposed, unit would 
would compete with pioneer- 
ing US effects- specialists, 
sqch as Industrial t^ght & 
Magic <ILM). owned by 
George Lucas, the Star Wars 


Infections Records, the independent record 
label behind foe rock bands Ash and Sym- 
posium, has clinched a three-year agree- 
ment with BMG Entertainment, part of 
Bertelsmann of Germany, to distribute its 
music outside foe UK, Alice Rawsthorn 
writes. The deal reflects the trend for multi- 
national music groups such as the New 
York-based BMG, to forge closer links with 


small, independently-owned labels which, 
traditionally, have been more adept at spot- 
ting and signing innovative acts. 

BMG already handles international distri- 
bution for Mushroom, its 50 per cent share- 
holder. Mushroom, a label in which Rupert 
Murdoch’s News Corporation has a 50 per 
cent stake, co-owns Infectious with Korda 
Marshall, foe latter’s chairman. 


director, -and Digital 
Domain, founded by James 
Cameron, director of Titanic. 

Visual effects is one of the 
fastest-growing and most 
lucrative areas of foe film 
industry. Computerisation 
has transformed old-fash- 
ioned special effects by 
replacing hand-made models 
and drawings with realistic 


digital replicas of disaster 
sequences, alien creatures 
and historical scenes. 

Hollywood studios have 
invested heavily in spectacu- 
lar effects-laden movies 
including Twister. The Lost 
World. Men In Black and 
Titanic. Computer-generated 
effects are increasingly used 
to shoot scenes, such as the 


Forrest Gump crowd 
sequences with hundreds of 
digital “extras", which 
would be prohibitively 
expensive to film with con- 
ventional techniques. 

- Until now, the visual 
effects field has been domi- 
nated by 1LM, Digital 
Domain and other US com- 
panies. There are relatively 


few digital effects facilities 
in foe UK or elsewhere in 
Europe, and none of them is 
large enough to handle a big 
budget Hollywood-scale pro- 
duction. 

Working Title, one of Poly- 
Gram's production compa- 
nies, used UK effects special- 
ists to work on The 
Borrowers, a children’s fan- 
tasy released before Christ- 
mas. It is now finalising 
plans to produce Thunder- 
birds, which would be one of 
the most expensive feature 
films ever made in the UK, 
making extensive use of 
sophisticated visual effects. 

Rather than commission 
effects from other compa- 
nies. as it did for The Bor- 


rowers, PolyGram may set 
UP a new facility to work on 

Thunder birds. 

Operating its own unit 
would enable PolyGram to 
provide foe Thunderbirds 
team with the scale and 
quality of visual effects 
required for such an ambi- 
tious production. The facility 
could also be used for other 
PolyGram pictures, as well 
as to generate revenue from 
rival film companies. 

The UK film production 
sector has expanded rapidly 
in recent years, reflecting 
increases in both the num- 
ber of UK-funded features 
and of big budget Holly- 
wood-financed pictures shot 
in foe UK. 


UK NEWS DIGEST 

‘Unity on euro’ 
call queried 

A call by Tony Blair, the prime minister, for a patriotic 
alliance of pro- Europeans met a suspicious response yes- 
terday from advocates in iho opposition Conservative 
party of European monetary' union yesterday. John 
Major's Conservative government was dogged by internal 
disputes about Emu until its election defeat in May last 
year. 

Kenneth Clarke, who was chancellor of the exchequer 
in foe Major government, suggested he would be prepared 
to advise foe Labour government on policies that could 
bring monetary union closer, but that the idea of a cross- 
parr/ pn>Emu caucus contained ulterior motives. 

Mr Clarke. Mr Michael Heseltine. former deputy prime 
minister, and other staunch pro-Europeans hove been 
careful not to dismiss Mr Blair's overtures. 

However, they said they were under no illusions that 
one of Mr Blair's aims was to drag out die imitation for 
as long as possible, to deepen foe split within foe Tory 
party in the run-up to foe next general election, likely in 
2001 or *J0(e. According to Labour calculations, the elec- 
tion could be followed by a referendum on UK participa- 
tion in Emu. John Knmpfr.tr. London 

Lex, Page 12 

■ REUTERS 

Power failure hits trading screens 

An electricity failure disrupted foreign exchange and 
equity trading in London yesterday morning, as thou- 
sands of Reuters dealing and data screens went down. 

Reuters, foe media company, is investigating why foe 
stand-by generators to its data centre Failed, given that 
they had worked in a contingency test !G days before. The 
two mains power supplies to the centre both failed. 

Currency traders were forced to find out prices by call- 
ing brokers, foe method they used before electronic trad- 
ing machines arrived in foe early 1990s. Almost ail trad- 
ing systems and information terminals were back in 
action by lObOO. But in a letter to diems yesterday. Reu- 
ters said that some data feed products may have been out 
of action until mid-afternoon. Simon Kuper. London 
London Stocks, Page 28 

■ EU SINGLE MARKET 

Brewer loses court claim 

The Shephard Nearne brewing company yesterday lost its 
attempt in the High Court in London to have the 3 per 
cent increase in excise duty' on beer announced in the 
government's last Budget declared illegal. Two judges 
ruled that the UK government had not broken European 
Union single market laws over the increase of 3 per cent 
introduced on January l this year. 

Sbeperd Neame had claimed the increases breached 
Treaty of Rome obligations on member states to harmon- 
ise excise duties. It also wanted the case to be referred to 
foe European Court of Justice. But foe High Court ruled 
that foe only legal obligations on member states con- 
cerned minimum duty levels introduced in 1993. Although 
member states favoured further harmonisation was desir- 
able. no laws had been passed. John Mason. London 

■ MONQPOUES WATCHDOG 

Lecturer is appointed chairman 

Derek Morris, a 52-year-old Oxford University economics 
lecturer, was yesterday appointed chairman of the Monop- 
olies and Mergers Commission, foe government's competi- 
tion watchdog, in succession to Sir Graeme Odgers. 

Sir Graeme decided last year to take early retirement at 
the same time as foe newly elected Labour government 
announced sweeping competition law reforms. Sir 
Graeme's decision to depart in December. 15 months 
before the end of his term, opens foe way for Mr Morris to 
play a key role in Labour’s proposals, which include 
replacing the MMC with a Competition Commission with 
wider powers. Sir Graeme denied any rift with Labour 
ministers. Stefan Wagstyl. London 

■ HOME LOANS AND SAVINGS 

Societies survive shrinking sector 

Building societies - mutually -owned borne loans and 
savings institutions - had one of their best-ever years in 
1997 even though foe sector shrank by two-tliirds during 
the year. Societies took more new savings than in the 
three previous years combined, in spite of losing foe Hali- . 
fax, Woolwich, Alliance & Leicester and Northern Rock 
societies to foe bank sector after their stock market list- 
ings. 

They also lifted their mortgage market share, in spite of 
a 14 per cent fall in net lending to £11.4bn f$18.58bnj from , 
£13.2 bn. The sector was particularly successful with 
savings, attracting £i2.48bn of net receipts last year, the 
highest inflow since 1988 and the second highest ever. 

Adrian Coles, director general of the Building Societies | 
Association, said carpetbagging - in which speculators , 
open accounts in the hope of windfall pay-outs when soci- 
eties switch to bank status - was a significant reason for 
the savings bonanza. Christopher Brown-Humcs, London \ 

m ROYAL OPERA HOUSE ( 

MPs hit at managerial ‘shambles’ 

MPs yesterday accused managers pf the Royal Opera 
House in London of “not lifting a finger” to bring their 
"managerial shambles under control''. Separately. Nicho- 
las Payne, director of foe Royal Opera emerged as the 
clear front-runner to fill foe vacancy as general director 
of foe English National Opera. The ENO is expected to 
make an announcement within a few days. 

The House of Co mm ons culture committee, seven weeks 
after publishing a damning report which prompted the 
entire opera bouse board to resign, renewed its attack on j 
foe company’s financial management. 

Gerald Kaufman, committee chairman, criticised foe 
opera house's £4.7m deficit and its “commitment not to 
increase foe deficit further" before November 1999. “it is 
extraordinary you are happy to plod along with this i 

deplorable deficit, funded by foe taxpayer,” Mr Kaufman 
said. Liam HaUigan and Andrew Clark. London 


‘Tight fiscal stance’ expected in March Budget 
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By Robert Chote 
and David Wighton 
tn London 

Gordon Brown, the chanc- 
ellor erf the exchequer, has 
scope to loosen the govern- 
ment's purse strings in his 
March Budget say Goldman 
Sachs and the Institute for 
Fiscal Studies in their 
“Green Budget". But he is 
expected to forswear such 
action in order to reduce 
upward pressure on interest 
rates. - 

The Green Budget docu- 
ment argues that the chan- 
cellor could cut taxes or 
raise public spending plans 


by £3bn (S4.9bn) and still hit 
his “golden rule" target in 
1998r99- (Under the golden 
rule, the government bor- 
rows no more than it needs 
to finance investment) 

This would halve the fiscal 
tightening which is already 
in the pipeline for the next 
financial year, from 0.6 per 
cent of gross domestic prod- 
uct to 03 per cent 
“However, the economic 
case for an easier fiscal 
a lance than is currently 
planned is less clear," the 
Green Budget argues. Eco- 
nomic activity is too strong 
for comfort, and growth this 
year is likely to be heavily 


Points from' Institute lor Fiscal Studies 

• CbancsHor has scope to loosen fiscal poll 
Budget, ixit is uriBteiy to use It 

• Economy to alow this year and next, but inflation target - 
will remain elusive 

• Tax credit for working tamffies wit mate ft less worthwhile 
for irony women in couples to wotk. . 

• Budg£ ffiteiy to, see ID pence. tower, rate-income tax band 
introduced, btrf not a good idea ; . 

• Treasury urged- to reWhk contributioo Bmits for ■ - 

focfividual Saririgs Accounts ' • ' 


skewed in favour of private 
consumer spending and 
against net exports. 

“Maintaining a tight fiscal 
stance would help to prevent 
the economy from becoming 


too unbalanced this year and 
take away some of the 
upward pressure on interest 
rates, although there is little 
likelihood of any net addi- 
tional fiscal tightening over 


and above that already 
planned,” it says. “On bal- 
ance. we expect any fiscal 
adjustment in foe Budget to 
be close to zero." 

The report was seized on 
by the opposition Liberal 
Democrat party, which said 
it confirmed their claims 
that the government was 
building a financial “war 
chest” which could be 
released in the run-up to the 
next general election. 

Malcolm Bruce, the party’s 
Treasury spokesman, said: 
“It is now clear that no eco- 
nomic impediment stands in 
the way of Gordon Brown 
findtng the money to bring 


down hospital waiting lists 
and class sizes immedi- 
ately." 

“Even so. the govern- 
ment’s inflation target may 
prove elusive for much of 
the next two years, given 
that it will take a number of 
quarters before output falls 
below trend." the Green 
Budget warns. 

Fiscal policy is expected to 
tighten considerably during 
Labour's first two years, not 
least because of Mr Brown's 
promise to abide by the pub- 
lic spending targets inher- 
ited from the Conservatives. 

See Editorial Comment 
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UK NEWS: OFFSHORE FINANCIAL REVIEW 


Islands keen to defend ‘clean’ image 


By Jimmy Bums 

One of the more controversial 
aspects of the government's 
review will be the extent to 
which it may challenge the 
islands' ability effectively to 
police money-laundering linked 
to criminal activity such as drug 
trafficking. 

The local authorities are keen 
to promote the islands’ images as 
dean as well as profitable places 
to do business - and yesterday 
they were insistent they had 
nothing to fear from the review. 

“We have effective legislation 
already in place, and we are not 
regarded as a soft touch by- 
money launderers," said Senator 
Frank Walker, head of the 
finance and economics committee 
of the States of Jersey. 

Jersey, with Guernsey and the 
Isle of Man, has in recent years 


being tightening its money laun- 
dering legislation to bring it into 
line with the UK, other European 
countries and the US. 

Existing laws put the onus on 
banks to report or "disclose" to 
the authorities transactions sus- 
pected of being linked to drug 
trafficking or terrorism. 
Co-operation between local police 
forces international investiga- 
tions has also been stepped up. 
Often accounts and shell compa- 
nies registered in the islands 
emerge as part of a much wider 
jigsaw involving numerous juris- 
dictions worldwide. 

Officials on the islands hope to 
enact further legislation in the 
coming weeks to outlaw money 
laundering for all crimes. 

But the government is likely to 
look for evidence of greater trans- 
parency- in the financial sector, 
mindful that excessive secrecy is 


‘We have effective legislation 
already in place, and we are 
not regarded as a soft touch 
by money launderers’ 


Senator Frank Walker 
head of Jersey's finance committee 


easily exploitable by organised 
crime. 

Investigators in other jurisdic- 
tions want this to extend to 
greater knowledge of all benefi- 
ciaries behind the thousands of 
anonymous accounts and trusts 
which, attract so many clients to 
the island. The names are sup- 
posed to be known to the local 
authorities but disclosure Is usu- 
ally restricted until the compa- 
nies are brought to court, thus 


complicating the early stages of 
an investigation. 

Meanwhile, some cases which 
have come to court in recent 
years have shown disturbing 
links between some local officials 
and the private sector, raising 
doubts over potential conflicts of 
interests. 

An outspoken critic of the 
islands’ record as off-shore cen- 
tres has been New York assistant 
district attorney John Moscow. 


who launched the investigation 
that led to the closure of the 
Bank and Credit and Commerce 
International 

Recently Mr Moscow said: “My 
experience with both Jersey 1 and 
Guernsey has been that it has . 
not been possible for US law 
enforcement agencies to collect 
evidence to prosecute crime." 

He cited a case in which he 
tracked money from the Baha- 
mas, through Curacao,. New 
York, and London, only to find 
that the investigation- ground to 
a halt in Jersey. 

Among recent cases 1 involving 
international investigators was 
the tracing of- Bhutto famil y 
assets, some of which appear, to ■ 
have hidden behind companies 
registered on the bale of Man. 

Meanwhile, the Jersey authori- 
ties, conscious of such high pro- 
file criticism as that of Mr 


Moscow, contnrae to make much 
of a $Lm award given last March 
by the US . government to the 
island’s Police an d Customs. Joint 
Financial Investigation Unit, for. 
"their swift assistance in the 
tracking down and .confiscation 
of drug trafficking proceeds". 

The award related to a long' 
runnlpgUS customs-led investi- 
gation. into money-laundering by 
a Texas drug smuggler. The oper- 
ation was i stopped and $ 2 .lm 
seized by the US authorities after 
a Jersey-based trust company 
told local -police about a suspect 
transaction. — 

“2t would be totally unrealistic 
to say there is and will never be 
any money laundering on- the 
islands, and that includes drugs, 
but 1 believe we are keeping, on 
top of it with rigorous law- 
enforcement and state-of-tbe art 
legislation,'' Mr Walker said. 


TAX EVASION 

Lured by 
the chance 
to hide 
investments 

By Jonathan Guthrie 

The attraction of offshore 
centres for legitimate investors 
is no more than a broader 
product range with little in tbe 
way of special tax breaks. For 
dishonest investors, the lore can 
be the chance to conceal 
investments from the UK tax 
man. " Some people who put 
money into the Channel Islands 
do not declare it because the 
Inland Revenue’s brief stops in 
Dover," said Russell Stanfield, 
private client tax partner at 
accountant Price Waterhouse. 

Bank accounts and investment 
schemes based in the UK pay out 
income with 20 per cent tax 
already deducted. But offshore 
equivalents pay out gross. This 
has historically created a 
cashflow advantage for a UK 
investor, who will pay tax on the 
income he receives in arrears. 

Even if the investor leaves the 
income to accumulate offshore, 
he should still, in theory, pay tax 
on it every year. The only 
exception is if he holds an 
offshore bond approved by the 
Inland Revenue which allows 
him to defer a proportion of 
income tax until the investment 
matures. 

However, if the Inland 
Revenue does not know about an 
investment, it cannot tax the 
investor on accumulated returns. 
And it has no power to go 
through tbe records of tax 
p lanning and investment 
companies based offshore in 
search of tax dodgers, as it does 
in the UK. A classic strategy for 
tax evaders is to park savings 
offshore to grow tax-free while 
they are UK resident When they 
move to another country they 
withdraw the investment as 
capital and enjoy it 

Until 1991, offshore centres in 
the Channel Islands and the Isle 
of Man did a roaring trade in 
setting up and running capital 
gains trusts. These allowed UK 
residents to defer paying tax on 
capital gains. For example From 
selling a business. But their use 
was sever ly restricted by the UK 
government in 1991. 

As a result, UK residents are 
now a relatively small source of 
business for most offshore tax 
planning and investment 
companies. The bulk of their 
income comes from institutional 
clients, such as pension funds, 
and wealthy foreigners. These 
include expatriates who are able 
live in Britain tax-free because 
they draw only capital, which is 
not subject to UK tax. from their 
offshore investments. 

Offshore trusts, of the kind 
linked to Geoffrey Robinson, 
paymaster-general, were rarely 
used by British-domiciled 
customers, said tax experts. This 
is partly because it is difficult to 
set up a trust that will pass 
muster with the UK taxman- To 
qualify for tax-free status, the 
trust must hold assets genuinely 
given by a foreign benefactor, 
not merely rooted through a 
foreign agent by the beneficiary. 
The trustees most be outside the 
control of the beneficiary. 


Treasure islands 


Isle of Man 


Guernsey 


Jersey 



35%-46% 
Upto15% 
Up to 15% 

t*> iniaas 

5%-10% 


5 %- 10 % 


5%-ia% 



Total: £230 bn Fund management 
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INVESTMENT - Impact of financial services industry 


The offshore centres’ most valuable asset 


SELF GOVERNMENT: 



financial 


By Jane Marthtson, 

Investment Correspondent 

While the source and extent of 
the money held in tbe Channel 
Islands and the Isle of Man may 
not always be transparent, the 
impact of tbe financial services 
industry on the islands' econo- 
mies is clear. 

The industry as a whole pro- 
vides more than half of the gross 
domestic product of Guernsey 
and Jersey and 36 per cent of that 
in the Isle of the Man. Laurie 
Morgan, president of the advisory 
and finance committee of the 
States of Guernsey, said: “Finan- 
cial services are very important 
far us. There are 5.000 working in 
the industry in Guernsey alone." 

Jersey, which receives over 


half of its annual tax returns 
from the financial services indus- 
try, is the largest centre of the 
three in terms of known assets 
held. Frank Walker, president of 
Jersey's finance and economics 
committee, said more than 
£230bn is invested there. 

This is split into more than 
ElOObn in trusts under adminis- 
tration, a broad fund manage- 
ment function, about £90bn in 
bank deposits and £33bn In col- 
lective investment funds such as 
investment trusts. Most of this 
money comes from wealthy indi- 
viduals, companies and fund 
management groups although the 
split is difficult to disentangle. 

Mr Walker said the "vast 
majority” of investors in Jersey 
were not from the UK. “We are 


seen internationally as very 
attractive and well regulated," he 
said. 

All three islands have benefited 
from strong growth in the past 10 
years as the world’s markets 
have gained in value. Jersey’s 
assets have risen by about 15 per 
cent in a year. In spite of an 
estimated combined total of more 
than £300bn held in the three 
islands they rank well below the 
Cayman Islands, another offshore 
centre linked to the UK where 
fiinds are estimated at about 
S500bn (£307bn). 

Mr Walker said that £i50bn of 
the £230bn was invested back to 
the City through the use of its 
capital markets. “We are of very 
considerable benefit to the UK," 
he said. 


Jim Noakes, chief executive of 
the Isle of Man's Financial Super- 
vision Commission, said funds, 
were divided into three distinct 
types. Only one type was exempt 
from regulations and difficult to 
scrutinise. Mr Noakes said the 
island was the smallest in terms 
of assets “using publicly avail- 
able schemes". 

However, Mr Morgan in Guern- 
sey emphasised there was "very, 
very little that is unknown” 
about the funds invested on the 
island. “The institutions here are 
subsidiaries of major interna- 
tional banks which are very care- 
ful about who they do business 
with," he said. 

Bank deposits in Guernsey rose 
11 per cent last year to £46bn 
while the collective investment 


funds have increased from £4bn 
in 1990 to £I3bn. . 

Among companies that have 
set up a recent offshore division 
is Scottish Widows Investment 
Management, the Edinburgh-’ 
based mutual company. 

Allen Mackenzie, a director of 
tbe group, said that it wanted to 
tap into the expatriate market 
for offshore funds and was 
attracted to a “tax and regulatory 
environment tough enough to 
give credibility but not too 
restrictive to make it commer-. 
daily difficult”. 

If the government review 
ended some of these benefits he 
had no doubt that: “The [ftmd 
management] industry would be 
innovative and find some cither 
way of doing it." 


By Liam Haffigan 

By exploiting their status as 
self-governing Crown dependen- 
cies. Jersey. .Guernsey and the 
isle of M?n jj aye established 
themselves tending - financial 
cenfres/The three between them 
control investments of more than 
£JH)0bn, ooerthird of this originat- 
ing In the UK. . -• r ;f 

All, three territories remain 
outside' Great'. Britain, and have 
used thefr legal and fiscal free- 
dom to set low rates of personal 
and corp'orate fcajcatloh. while . 
abolishing VAT, ixiheritence tax 
and levies on capital g a i n s. 

Each of the islands has. a long 
history of autonomy. Guernsey 
and Jersey have .enjoyed a form 
of Independence since 1204, when 
the Tfrri giiBh Grown' Tost its claim 
to the Duchy of Normandy. The 
Isle of Man has’tbe oldest contin- 
uously' sitting parliament in the. 
world - the TynwalcT, which cele- 
brated its zpfflennlian in 1979. 

But although. 'the islands are 
self-governing, there, are some 
historical caveats. -All primary 
legislation pabsed by their legis- 
latures requires the approval of a 
meeting of privy counseDors - 
Westminster’s most senior minis- 
ters. Britain Is also theoretically 
responsible for tbfr islands' inter- 
national relations and external 
defence, a role islanders' do not 
always hold in high regard. 

“Forget defence, because' they 
didn't defend the islands in the 
1940s,’' says Laurie Morgan . pres- . 
ident of Guernsey's advisory and' 
finance committee, still smarting 
from having learned of the cur- 
rent Home, Office review of regu- 
lations from, a press release. 

In theory.' the UK also retains 
the responsibility to ensure 
“good . governance" on the 
islands. It has the power “to 
impose whatever pur government 
deddes". . said the Home Office. 
“But in practice, this power is 
never used". Indeed, in spite of 
the row over the review. Home 
Office officials admit “The most 
that could happen is we issue 
some strong .suggestions and 
then sit down with, tbe islands' 
governments -and discuss them.” 

The^ierritpnes also enjoy a spe- 
cial relationship with the Euro- 
pean Union, being included in 
the single market but exempt 
from its legal jurisdiction... . 

However, the European Com- 
mission recently noted “inade- 
quate financial regulations” on 
the islands were, in the opinion 
of its senior officials, encourag- 
ing criminal activity. 

“The Channel Islands and the 
Isle of Man. are good examples of 
where lax regulation combined 
with oSahore status makes them 
ideal places for hiding illegal 
financial operations, " said, the 
head of, the Commission’s anti- 
fraud-unitl. ' 

Yet financiers on the islands 
maintain they regulate their 
financial sectors to a higher stan- 
dard than required by the EU- 


EUROPE - Worries grow over the tax-distorting impact on members' economies 


EU tries to rein in the special havens 


By Emma Tucker in Brussels and 
Christopher Adams in London 

The government's decision to 
launch a review of the financial 
systems of Guernsey, Jersey and 
the Isle of Man coincides with 
growing apprehension at a Euro- 
pean level about the distorting 
impact of such offshore centres. 

The fear is that such havens 
erode the tax bases of some coun- 
tries and mess up fiscal regimes 
inside the 15-country single mar- 
ket in which companies, invest- 
ors. governments and individuals 
are supposed to compete on an 
even footing. 

Their existence also hinders 
EU-wide campaigns to crack 
dawn on money laundering and 
other types of financial fraud. 

But action by the European 
Commission to tackle the special 
standings of territories such as 
tbe Channel Islands, the Dutch 


Antilles, San Marino, Andorra 
and Monaco always run up 
against the same obstacle: most 
or them are not, strictly speak- 
ing, part of the European Union. 

In 1973 the Channel Islands and 
the Isle of Man cbose to remain 
outside the then European Com- 
munity. To preserve their free 
trade relationship with the UK, 
certain EU rules - such as those 
on the free movement of goods - 
are applied. But the Islands nei- 
ther contribute to nor are eligible 
to benefit from EU funds. Nor do 
the inhabitants of Jersey, Guern- 
sey and and Isle of Man benefit 
from EU rules on the free move- 
ment of people and services. 

Nonetheless, the Commission 
hopes a recently agreed code of 
conduct to tackle harmful tax 
competition in the EU will 
encourage France, Italy, the UK 
and the Netherlands to exert 
pressure on their associated 


territories to apply the code. 

Under the code - which is not 
legally binding - member states 
pledge to change their laws to 
eliminate “harmful tax competi- 
tion" - any tax break given to 
specific sectors or regions. It adds 
that countries with dependent or 
associated territories “should 
undertake, within the framework 
of their constitutional arrange- 
ments, to ensure that equivalent 
measures are applied in those ter- 
ritories”. 

“The British government can't 
pass a law, but it can whisper in 
the right person's ear," said a 
Commission official. 

Exclusion of the territories 
from the EU has also interfered 
with EU efforts to tackle money 
laundering. A 1991 directive 
requires member states to pro- 
hibit the laundering of the pro- 
ceeds of drug trafficking.. 
Although it does not apply 


directly to the Channel Islands 
and the Isle of Man. legislation 
there mirrors UK requirements, 
and the UK applies the EU law. 

Gibraltar is fully integrated 
into the EU. Like the other terri- 
tories, it has been pushing hard 
to attract investment from finan- 
cial institutions looking to take 
advantage of its attractive tax 
regime. 

Peter Montegriffo. its trade and 
Industry minister, said the rock 
was one step ahead of the Chan- 
nel Islands and the Isle of Man as 
it already had UK-style supervi- 
sion. And, following a review by 
London last year, insurers based 
in the territory were able to offer 
their products across the EU. 

The Foreign Office has already 
announced a wide-ranging review 
of the UK’s 13 dependent territo- 
ries - the Channel Islands and 
the Tsle of Man are "crown** 
dependencies. 


REPUTATION - Troubles may linger in minds of investors but fail to dent confidence of financiers 

Banking scandals tarnish golden reputation 


By George Graham, 

Banking Editor 

Private bankers expect that the 
UK government’s decision to 
launch a review of the financial 
systems of Jersey, Guernsey and 
the Isle of Man will damage the 
three islands’ financial indus- 
tries, which have painstakingly 
tried to build up positions not 
just as offshore tax havens, but 
as major financial centres. 

An offshore centre’s reputation 
is seen as more dependent on tbe 
perceived stability of government 
policy than on Its immunity to 
financial scandal - though a 


scandal can do damage, as the 
Isle of Man discovered after the 
collapse of the Savings and 
Investment Bank. 

In the recent European Private 
Banking Survey by Price Water- 
house, the accountancy firm, the 
Channel Islands were rated 
among the offshore centres 
expected to gain prominence, 
along with Dublin and Singapore. 

Besides product expertise in 
offshore funds, private bankers 
said that all these centres had “a 
much higher level of. and more 
visible, commitment by their 
respective governments to 
actively develop and promote 


their offshore centres." 

A major banking collapse can 
cause lasting damage, because of 
the lingering effects as the insti- 
tution is wound up. 

The Savings and Investment 
Bank failed in 1982, owing £42m 
to 3.000 savers, but it was 10 
years before two of the bank's 
officers were convicted of con- 
spiracy to defraud. Both sen- 
tences were suspended because of 
the delay in bringing the case. 

The loan that brought down 
the house of cards was of £5m to 
Jim Raper's Gasco Investments, 
which was used to finance his 
purchase of St Piran, a Cornish 


tin-mining company, in breach of 
takeover rules. 

A report published In 1992 
found the Isle’s Treasury officials 
allowed the bank to trade on for 
at least 16 months after it became 
apparent it was insolvent. In 1993 
the Manx government finally 
agreed to pay £1.4m to the bank's 
576 depositors. 

Guernsey suffered a similar 
embarrassment in 1978, though 
on a smaller scale, with the col- 
lapse of Barnett Christie, a fringe 
bank. Again, it took years to live 
the effects down - far longer 
than a large onshore centre like 
London has taken to live down 


much bigger collapses. More 
recently, Jersey has faced unwel- 
come publicity over charges 
against Can trade Private Bank, a 
subsidiary of Union Bank of Swit- 
zerland. The bank admitted 
“criminal recklessness" by mak- 
ing misleading statements to 
investors who claim to have lost 
$27m through currency dealings. 

That, however, has done little 
to damage its overall reputation 
among financiers. "I'm stiil a 
great fan of the Channel Islands 
and Bermuda, which seem to me 
to be the two Rolls-Royce juris- 
dictions," said one leading 
London private banker. 


REACTION - Senator attacks British approach 


Review met with 
clear conscience 


By Robert Wright 
in St Heller, Jersey 

If St Heller was wbat It looks 
like - just another British pro- 
vincial town - there probably 
would not be regular flights 
from the airport to Zurich. Nor 
would the modest seaside town 
have a financial area, complete 
with mini skyscrapers. Nor 
would the people be so con- 
cerned about arcane subjects ■ 
such as financial regulation. 

However, because of Jersey’s 
unusual status, the dominant 
position of the Rnan/nai services 
sector is apparent to visitors 
even before they clem: tbe cus- 
toms post. Specialist financial 
institutions which would never 
advertise to the British general, 
public have' poster sites within' 
the baggage halL And because 
the island is outside the Euro- 
pean Union, there is no clear, 
channel for EU citizens. 

The. place has the air of tax 
efficient wealth that makes 
many on the UK mainland feel 
there most be something dodgy - 
afoot. 

However, it is not fear of what 
will be uncovered by the review 
of financial supervision in. the ’ 
Channel Islands, the Isle of Man 
and the UK which concerns Sena- 
tor Frank Walker, president of 
the States of Jersey finance and . 
economics committee. It is the. 
way the review was announced. 
“We have long-established and . 
very effective constitutional con-, ! 
ventions and communications 
channels and it’s puzzling to us 
why they weren’t used," says. Mr . 
Walker. Otherwise, he is not' 
worried. “So far as the review is 


concerned, we are totally 
relaxed - we know, we" have 
some of the bert'finandal regnla- - 
tory practices you will find any; : 
where in the' financjaTworM.*’ - ■ 

The annoyance about not 
being consulted has survived the ' 
row ovfer. one initial "sticking . 
point - the proposed terms of 
reference- “We have seen (thesep 
It’s- going , to cover aU aspects of 
our laws, regulations apd proce- 
dares governing financial ser- 
vices.- Thatfa-.- fine^- says Mr - 
Walker;*' : ■' 

Of the 45,000- economically 
active members oF - Jersey’s 
85,000 population, 10,000 axe 

employed in -financial .services, 
which is how the most important 
sector of the island’s economy- : 
Mr Walker , believes it is -strong 
regulation' which brings cos tam- 
ers’ money- to the' island, not the . 
lack of It. /"We wer& one of the 
few jurisdictions that' refused a . 
licence to the Bank of Credit and 
Commerce international.’’ he' 
says. ' .' 

As proofthatJorsey’s systems 
can uncover abases; ^ Walker 
points to . the recent award; of 
£im to the Jersey government 
from the U5 gprammentfor hdp 
in tra ckin g down drugs traffick- 
ing money. - ■ v ; . -■ : - - • - 

However,' while he has ctmfi- 
denceinhis regulators, 

his confid^M* in the, British gov- 
eminent torespect Jerseys cen: . 
tnries-old independence .&as/ • 
clearly been shaken, ^ffthey 
communicated 'their 'intentions 

to us . in the horn^Wy^ - 
would have willingly co-opearated 
and agreed terms .and : condi- 
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H alfway through Titanic. 

as happens an many a 
long sea voyage, our 
inner ear begins playing 
up. Losing all sense of 
balance long before any iceberg 
appears, our perceptual powers start 
sliding over the deck. 

So much is happening: so many 
people are talking. Which ones should 
we hang on to for dear life as we sla- 
lom between Leonardo Di Caprio’s 
handsome penniless painter. Kate Win- 
slet’s fullblown American heiress -* a 
little too fullblown (watch those calo- 
ries) - and Billy Zane as Winslet's jeal- 
ous fiance, a man so caddish and das- 
tardly that he must carry a spare set of 
moustaches for twirling. 

The ship has not yet sprung a leak, 
taut the plot of this SHOOm epic is get- 
ting more hectic by tbe Kathy 

Bates offers advice as the unslnkable 
Molly Brown. Beer, skittles and laugh- 
ter keep steerage in a roar. Meanwhile 
Zane gloats over his priceless Louis 
XVI diamond and even mare priceless 
Picasso CLes Demoiselles d* Avignon”, 
crossing the Atlantic mid Indeed falling 
into it some years before it was 
painted). And Winslet and Di Caprio. 
whose romance began when the rag- 
gedy boy saved the poor rich girl from 
a shipboard suicide bid, celebrate their 
passion with reckless winged-victorv 
poses on the stem rail. To Dying!." 
she cries. 

It is grand, overweening, Hollywood - 
isb. It takes the spectator wherever it 
wants him to go. And when tbe ship 
strikes a gleaming, humungous lump 
of digital graphics - “Iceberg!’’, the 
crew helpfully cries - the entire audi- 
ence (1 looked around) begins listin g to 
bow. in empathy with the black mon- 
ster as it begins its tragic tilt. 

As padded jackets are donned over 
the tenue de sair&e in first class, the 
proles below batter at the locked secu- 
rity grilles. "Half the people will sink!” 
says someone to Zane. "Not the better 
half.” he sneers, marching to a lifeboat. 
Soon the extras are tumbling down the 
upended deck while the main charac- 
ters claw to the top. Finally the Levia- 
than groans with a last, vast breath 
and a thousand flickering lights pulse 
and die. 

Am f giving too much away? Hardly. 
For even this isn't the ending. The 
final wrap-up for Di Caprio-Winslet is a 
masterpiece of popcorn tragedy*: not 
deep, not sophisticated, barely even 
credible, but gut-clutching for those of 
us who have already lost the sensible 
use of our stomachs, as we would in 
any worthwhile fairground ride. 

Writer-director James Cameron and 
20th Century Fox took the gamble of a 
lifetime and should now take the bows. 
Much of Titanic - do not be misled - is 
hokum. The nasty characters stride 
straight out of Victorian melodrama, 
while most of the minor characters are 
attitudes on legs. (The satirical gags on 
the class system are especially wear- 
ing.) Even tbe computer-generated spe- 
cial effects are variable. Ghostly tugs 
pull a two-dimensional-looking Titanic 
out of Southampton, while later the 
same ship at sea - flat black, untex- 
tured - looks as if it could have been 
scissored from a P&O poster. 

But Cameron, knowing his budget 
was limited, at least by the standards 
of Croesus, was no doubt saving tbe 
best for last And the last is best. Win- 
slet and Di Caprio win the reward for 
working hard to humanise novelette 
characters. We are ready to believe in 
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Fear, joy, lust and laughter while negotiating every bucket of water thrown at them: Kate Winslet and Leonardo Di Caprio in Titanic’ 

Cinema/ Nigel Andrews 

Saved from that sinking feeling 


two people who gatecrash so many 
emotions at the same time - fear, 
tears, joy, lust, laughter - while negoti- 
ating every bucket of water Cameron 
can throw at them. 

And when tbe ship goes down, with 
many a groan and splintering moan, 
we come to believe in the Titanic too as 
a character. Vast, doomed, but some- 
how unflappable: a sort of reincarnated 
Shelley Winters in The Poseidon Adven- 
ture. We realise at last that we love 
this ship, just as we love this real-life 
myth that over 85 years has become 
one of our most haunting stories of 
human overreaching and cosmic pen- 
alty. 

* 

In Up V Under, six gaspingly unlit 
Yorkshiremen team up to triumph in 
public against improbable odds. Tbe 
film would be greeted with cries of 
“ Full Monty clone!'’ if it had not previ- 
ously existed as a stage play. John God- 
ber, who wrote the 1984 rugger comedy 
for the Hull Truck Company, now 
adapts and directs the movie. 

For timid southerners, watching it is 
like being in a shower-room, pushed 
from hand to band by rabid, beery 
male chauvinists. The characters each 


TITANIC 

James Cameron 

VP 'N" UNDER 

John Godber 

LUCIE AUBRAC 

Claude Bern 

BREAKING UP 

Robert Greenwald 

THE WINNER 

Alex Cox 


weigh about 20 stone and speak at 
about 200 decibels, except Neil "Men 
Behaving Badly” Morrissey (slim and 
sensitive) and Samantha Janus as tbe 
girl who trains the lads for their match 
against a rival pub and who - yes - 
makes a triumphant seventh, herself, 
on the final field. 

Those seeking comic subtlety would 
be better off with the Benny Hill Show. 
“What position did you play - hooker?” 


is a sample quip, as the men appraise 
the girl. You can forgive much, though, 
for energy and good heart edness. 

* 

The French film Lucie Aubrac is more 
high-toned. During Lhe war. as we 
know, almost everyone in France 
fought for the Resistance. They 
included the ftill human gamut from 
beautiful history teachers like Carole 
Bouquet, playing the truth-based Mile 
Aubrac. to imprisoned underground 
leaders like her husband (played by 
Daniel Auteuil). 

But alas, truth-based stories can be 
as unconvincing as any others. Writer- 
director Claude Berri. who in fictional 
mode has crafted user-friendly folk 
epics like Jean De Florene and Germi- 
nal, serves up the same mixture of 
melodrama and designer kismet here 
and produces two hours of sacramental 
tosh in praise of Gallic courage. 

Bouquet, as famed for perfume ads as 
for performances, dispenses a lofty, lac- 
quered inexpressiveness. Auteui] is bet- 
ter. but even be cannot save a film 
where contrivance triumphs. This 
ranges from the lady spy in the loud 
red blouse who remains wondrously 
unobserved while trailing a Resistance 


T here is a fascinating tension 
about Shakespeare's Cymbel- 
ine. On tbe one hand. It is a 
melodramatic fairytale, replete 
with the wicked royal stepmother, the 
heroine wandering through Britain in 
boy's disguise, two longlost heirs to the 
throne, a creepy bad die emerging at 
night from a trunk, and divine inter- 
vention. On the other, it abounds with 
brilliant lyricism (“0! for. a horse with 
wings"), darkly sophisticated thought 
(Is there no way for men to be, but 
women/ Must be half-workers?"), and 
easy modernity of expression <“I see a 
man’s life is a tedious one”). 

Arriving at the Barbican 10 months 
after its Stratford-upon-Avon premiere, 
Adrian Noble's Royal Shakespeare 
Company production - supported by 
the broad sheets, bright colours and 
picturesque costumes of Anthony 
Ward's designs - does much to catch 


Theatre / Alastair Macaulay 


On the dark side of fairytale 


both aspects of this play. Much, but not 
quite enough. 

• The main problem, as before, is 
Joanne Pearce in the central role of 
Imogen. Her performance has changed 
somewhat - It is less heroic, less virtu- 
oso, and she has gained a good deal or 
weight - but its essence is the same. 
Now even more than before, in fact, 
hers is in every respect - voice produc- 
tion, verse speaking, body language, 
facial expression - unspontaneous and 
insincere surface acting: the sort of act- 
ing that impresses 6ome people 
because it makes acting look difficult 
The Gregorian chap ti ng of the lines! 


the poised full-arm gestures into the 
distance! the soulfully and/or radiantly 
widened eyes! The .rapid little runs 
across the stage! Frightfully commit- 
ted, and yet all so earnestly applied on 
tbe outside that we never for a moment 
feel the beating of Imogen's heart. 

A diametrically opposite, and won- 
derful, style of acting is shown by Guy 
Henry as ber malign and foolish suitor 
Cloten. This too is a hard role, but here 
it seems simplicity itself. Henry is usu- 
ally one of the RSC’s great clowns - 
indeed, as Dr Caius in its current 
Merry Wives . he clowns too far - and 
here he shows cl owning's doleful and 


defeatist side with supreme economy. 
It beggars belief that, as this brutish 
ninny waits in vain hope outside Imo- 
gen’s door, our sympathies should 
actually be with him. And .vet it is so: 
in which we recognise once more not 
just Shakespeare's genius but also his 
actor- friend Lin ess. (The two qualities 
are. in all the plays, intimately 
related.) 

Noble and Ward have adapted their 
production sensibly to the geography of 
the main Barbican Theatre, and several 
actors have simplified their perfor- 
mances. Edward Petherbridge as Cym- 
be line, though still rather too artifi- 


group uphill in a funicular, to the final 
chase where the Nazi officers' car 
doesn't notice the two pursuing 
Citroens all but hanging on to its tail- 
pipe. Perhaps Berri thinks that improb- 
abilities cancel each other out if dis- 
tributed equally between opposing 
parties. 

* 

Breaking Up and The Winner are lik- 
able in parts, lost as wholes. The first 
is a diary of romantic discord acted, or 
it often seems ad-libbed, by Russell 
Crowe (of LA. Confidential » and Salam 
Hayak. Their on-again. off- again amour 
fou is the stuff or recognisable life but 
not of shaped or interesting art 
The Winner, a comical-tragicai-screw- 
ball tale of Las Vegas winners and los- 
ers. seems like a free- association direct- 
ing exercise by Alex Cox of Repo Man 
and Sid And Nancy. Dealt a strong 
hand of players including Michel Mad- 
sen. Vincent D’Gnofrio. Delrov Lindo 
and Rebecca De Momay. he throws the 
cards around any which way. hoping 
they will land in beautiful, winning 
patterns. They don't: though in fair- 
ness Cox has complained that re-edit- 
ing producers, not he. were responsible , 
for the final farrago. 1 


cially musical in phrasing, and Joanna 
McCall um as his wicked queen are 
both Jess flamboyant now. and register 
more honestly. 

Paul Freeman, however, is the epit- 
ome of An Ack-Tor as Jachiroo; the too 
oily vocal tone, tbe flourished conso- 
nants. the glistening maquillage and 
gleaming basilisk eye. the slyly elabo- 
rated movements. If he was at the 
Globe, the audience would respond in 
true pantomime spirit and would yell 
at bis Imogen “Behind you!" in the 
bedroom scene. But Jo Stone-Fewings 
and Richard Cam are still artlessly 
charming as Cymbeline’s lost sons, and 
Damian Lewis, as Posthumus, carries 
the play's later scenes with touching 
pain and energy. 

Sponsored by Allied Domecq. In RSC 
repertory at the Barbican Theatre 
until May. 


Mime 

Dancing 
hands and 
tragic clowns 

W hen Derevo’s The Red 

Zone played in a midnight 
slot on last year's 
Edinburgh Fringe, 

audiences were divided between those 
who simply did not get it and those 
who gat it in spades. On their 
presentation or the same show last 
week at the Purcell Room as one of the 
opening pieces at this year’s London 
International Mime Festival, 1 am 
unconvinced that there is much to get. 
After a sequence of deliberately 

crappy post-apocalyptic circus (riding 
a non-existent trapeze, failing to bend 
an iron bar. etc.), the pasty-faced 
Russian quintet move into a series of 
wordless and dimly lit episodes 
portraying evolution, gestation. love, 
power ... the usual Human Condition 
preoccupations. The odd moment of 
serenity or deep emotion leaps out. but 
for the most pan neither the content 
uor the presentation is particularly 
new* or exciting. At one point, one of 
the downs came into tbe audience and 
literally forced me to kick ass - 
probably the most refreshingly direct 
hit of criticism f have ever done. 

Andrew Dawson's and Jozef 
Uouben's CVs include stage work with 
Mime Theatre Productions. Theatre de 
Complicite. The Right Size and 
Wallace and Gromit. Their joint show, 
Quatrc Meins, presented for three 
nights at tbe 1CA. was one of those 
so-simple-it's-brilliant strokes or 
genius. The title «as entirely accurate: 
the performers were not Dawson and 
Houben. but their four hands (and 
occasionally tbeir arms), on n raked 
tabletop. Their palms and digits 
engaged in ballet, in Esther Williams 
choreography, in creating a menagerie 
on land and under water, and even in 
enacting an entire 1950s horror movie 
about giant spiders (probably). 

Throughout all this action, the only 
speech was the occasional 
incomprehensible syllable of rocohse 
on the taped soundtrack. They also 
performed a kind of percussion duel, 
during which epiphany struck: thin 
was the theatrical equivalent of Steve 
Reich’s dapping music - performance 
stripped down to the ultimate 
simplicity, and continuing to generate 
strong, direct emotions and laughter 
in a mode of breathtaking intimacy. 


T be festival's main show, 

however, is Don 7 Laugh It’s 
My Life by the Told By An 
Idiot company (at BAC until 
February 1). Since the company's first 
show in 1993. performers Hayley 
Carmichael and Paul Hunter and 
director John Wright have expertly 
mined tbe fertile seam of what could 
be called tragic clowning. They have 
added another three performers for 
this free adaptation of Moliere's 
Tartuffc. in which the Tatter family is 
turned npside down by the arrival of a 
religiose parasite. 

Wright and the company work gags 
out of a variety of cheesy pop 
standards, reanimate a clatcb of 
antique verbal and physical gags and 
bring a delightfully skewed 
perspective to the proceedings. They 
are adept at turning from laughter to 
poignancy, and the second act not only 
includes tbe death of Gran - at once 
comical and disturbingly grisly - but 
eschews the dcus cx machina 
resolution which tacks an Implausibly 
happy ending onto the original play, 
here, the family's sudden reversal of 
fortnne is left shockingly to stick. 

Wright, one of the former mainstays 
of Trestle Theatre Company, puts 
three of his characters into half-masks; 
it is no coincidence that those who 
most directly engage our emotions are 
unmasked, most notably 
long-suffering wife and mother 
Georgia as played by Carmichael. 

Ian Shuttleworth 


The London Internationa] Mime 
Festival continues until January 25. 
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■ BERLIN 

concstts 
Phffitamionfe V 

Tek 49^30-2548 8354 
Berlin Philharmonic Orchestra: 
conducted by Mattes Jansons in 
works by Chausson and Strauss; 
Jan 23, 24,;25 ’ - 

DANCE 

Staatsoper unter den Linden 
Tek 49-30-2035 4555 
vmjBtasSsatm-bartih.org 
Swan Late: new staging by 
Patrice Bart,’ with designs by 
Ufea Sprnate®;'Jah 23 

opera =:■' :. 

Deutsche Oper . " 

Tefc 49-30-34384-07 
Swedish Royal Opera: Norma, fay 
BeefnL Conducted by 'ABserto 
Hold-Ganido in a staging by 
James Robinson; Jan 2S 

■ CHICAGO 

CONCERTS V 
Orchestra Hall ‘ 

Tel: 1-312-284-3000 




www.chicagosiymphoay.org 
Chicago Symphony Orchestra: 
world premiere of Sir Harrison 
Birtwistle's Exody, conducted by 
William EdeJns.The programme is 
completed by Beethoven's VIoffn 
Concerto in D Major, with soloist 
Itzhak Perlman; Jan 22, 23, 24 

■ LAUSANNE 

EXHIBITIONS 
Fondation de I’Hermitage 
Tel: 41-21-320-5001 
Po/ntillsme: more than 1 00 
works, including loans from 
Europe and the US, tracing the 
influence of Seurat on a 
generation of young painters at 
the turn of the century; from 
tomorrow until Jun i 

■ LONDON 

CONCERTS 
Queen EB za bert h Hall 

Tel: 44-171-900 4242 
London Sinfonietta: 30th Birthday 
Benefit Gala. Inclucfing two world 
premieres, and John Tavener's 
The Whale. Markus Stenz 
conducts; Jan 24 

EXHIBITIONS 
Barbican Art GaUery 

Tel: 44-1 71-638 8897 

• Shaker. The Art of 
Craftsmanship. First major 
exhibition of furniture and 
decorative arts from one of the 
most influential Shaker 
communities. Mount Lebanon. 

The show fraces the origins of 
the Shaker movement from its 
origins in fate 18th century 
England; from today until Apr 26 

• The Art 6f8» Harley: 30 


customised motorcycles provide 
the centrepiece of this display 
devoted to the 95 year history of 
the Hartey-Davidson company; 
from today until Apr 26 

Royal Academy of Arts 
Tel: 44-171-439 7438 
Art Treasures of England: The 
Regional Collections. Display of 
some 500 paintings, drawings 
and sculptures which will tell tbe 
history of the public collections 
outside London, from the 
foundation of the first university 
museums in the 17th century to 
the present Including works by 
Canaletto, Hogarth, Turner and 
Francis Bacon, the exhibition will 
also seek to surprise with the 
works of less well-known artists; 
from today until Apr 13 

OPERA 
Barbican Hall 
Tek 44-171-638 8891 
Nixon in China: the London 
premiere of Adams’ opera is the 
opening concert of the "Inventing 
America” festival. Kent Nagano 
conducts the London Symphony 
Orchestra; Jan 25 

Shaftesbury Theatre 
Tel: 44-171-379 5399 
The Royal Opera: Le nazze di 
Figaro, by Mozart Conducted by 
Charles Mackerras (David Syrus 
on 27-29J. With designs by Peter 
Pabst Jan 22, 23. 24, 26, 27, 28 

■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavilion 
Tel: 1-213-365 3500 
Los Angeles Philharmonic: 


conducted by Franz Welser-M6st 
In works by Mozart and 
Bruckner, Jan 22, 23, 25 

OPERA 

L. A. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
wwwJaopera. org 

Salome: by R. Strauss. Revival of 
Sir Peter Hall’s celebrated 
production. Conducted try 
Richard Hlckox; Jan 24, 27 

■ MANCHESTER 

CONCERTS 
Bridgewater Hell 
Tel: 44-161-907 9000 

• BBC Philharmonic: conducted 
by Sir Edward Downes in 
Respighi's The Pines of Rome 
and Shostakovich’s Leningrad 
Symphony; Jan 24 

• Bournemouth Symphony 
Orchestra: conducted by Yakov 
Kreizberg in Mahler’s Symphony 
No. 2; Jan 25 

■ MILAN 

OPERA 

Teatro ana Seals 
Tel: 39-2-88791 
II Cappello di Paglia di Firenze: 
by Rota. Conducted by Bruno 
Campanula in a staging by Pier 
Luigi Pizzi; Jan 23, 24 

■ MUNICH 

OPERA 

Bayerische Staatsoper 

Tel: 49-89-2185 1920 
Anna Bolena: by Donizetti. Raff 
Weikert conducts a staging by 
Jonathan Miller. Edita Gruberova 


sings the title role; Jan 24, 28 

■ NEW YORK 

CONCERTS 

Avery Fisher Kail, Lincoln 
Center 

Tel: 1-212-8755030 
New York Philharmonic: world 
premiere of Zorn's Orchestra 
Variations, conducted by Leonard 
Slatkin. Programme also includes 
works by Schumann, Schwarrtner 
and Copland. With percussionist 
Christopher Lamb; Jan 22 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.metQpera.org 

• Capriccio: by R. Strauss. New 
production by John Cox, with 
sets by Maura Pagano; Jan 26 

• La Cenerentola: by Rossini. 
New production conducted by 
James Levine in a staging by 
Cesane Uevi, with designs by 
Maurizio Bald; Jan 24 

■ PARIS 

CONCERTS 
Satie PleyeJ 

Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Gilbert Varga in works by 
Strauss, Kancheli and Dvorak. 
With cellist Mstislav 
Rostropovich: Jan 22 

OPERA 

Opera National de Paris, Opdra 
Bastille 

Tel: 33-1-4473 1300 

Tosca by Puccini. Conducted by 

Jan Latham-Koenlg in a staging 


by Waiter Schroeter. Maria 
Guleghina sings the title role; Jan 
23. 27 

■ ROME 

OPERA 

Teatro dell' Opera 

Tel: 39-6-481601 
www.themix.it 

Le Nozze di Figaro: by Mozart 
Production for the Teatro 
Comunale in Florence by 
Jonathan Miller. Conducted by 
Hans Graf, with sets by Peter J 
Davison; Jan 22. 24, 25. 27, 28 

■ SAN 
FRANCISCO 

CONCERTS 
Davies Symphony Hall 
Tel: 1-415-864 6000 
www.sfsymphony.org 
San Francisco Symphony 
Orchestra: conducted by Yan 
Pascal Tortelier in works by 
Brahms, Dutilleux and 
Ravel-Tortelier. With piano soloist 
Arcadi Vert od os; Jan 22, 23, 24 

■ TOKYO 

EXHIBITIONS 
Metropolitan Art Museum 
Tel: 813-3823 6921 
Masterpieces of British Art from 
the Tate Gallery: 100 works on 
loan from London, ranging from 
the 16th century to the 
contemporary; from tomorrow 
until Mar 29 

OPERA 
Bunka Kaikan 
Tek 81-3-3828 2111 


Deutsche Open Der Fliegende 
Hollander, by Wagner. 

Conducted by Christian 
Thielemann iii a staging by Gtttz 
Friedrich; Jan 28 

■ TORONTO 

OPERA 

Canadian Opera Company, 
Hummingbird Centre 

Tel: 1-416-363 6671 
Hansel and Gretel: by 
Humperdinck. Production 
designed by Maurice Sen dak and 
directed by Frank Corsaro. The 
conductor is Randall Behr, Jan 
23, 25, 28 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday. GMT: 

06.30: Moneyline with Lou Dobbs 
13^0: Business Asia 
19 JO: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 09:20; 
10:20; 11:20; 11:32; 12:20; 13:20; 
14:20. 

At 08:20 Mark Gay of FTTV 
reports live from UFFE as the 
London market opens. 
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How to make work pay Disturbing picture of 

rvt C 1 * J ... 1 A i««<ATnO tov Vr' . ■.■ 


Plans for payments to low-paid workers via a form of negative income tax 
are more important than other ideas which are generating political heat 


Gordon Brown’s plan for a 
’‘working families' tax 
credit” is to be announced 
in the UK Budget on March 
27. This policy has not 
attracted the same attention 
as arguments over single 
parents, invalidity benefit 
and pensions. Nor has it 
generated the same political 
heat. It is nevertheless 
among the most important 
of the projected reforms of 
the welfare state. It should 
even be of interest to finan- 
cial markets if they wish to 
: avoid an anti-globalisation 
backlash leading to capital 
1 and currency controls. 

One reason that the pro- 
posal is relatively little dis- 
cussed arises from the bad 
habits of new governments 
in pretending to remake the 
universe without acknowl- 
edging the efforts of their 
predecessors. Yet this is an 
area in which the chancellor 
will be building on past 
Conservative measures. 

The essentia) point is 
straightforward. Top-up pay- 
ments are required both for 
humanitarian and economic 
reasons. We are entering a 
world where technology 
raises overall productivity 
I levels, but leaves many 
people earning relatively 
low wages. In-work benefits 
are the obvious way for- 
ward. They aim not only to 
encourage people to take 
jobs, but also to relieve pov- 
erty among those who 
choose to work. 

The initial attempt to pro- 
vide in-work benefits for 
those on low pay predates 
not just New Labour but 
Margaret Thatcher. It was 
called the family income 
supplement and introduced 
by Keith Joseph when social 
security secretary in the 
Heath government of 
1970-74. It was extended and 
improved - though still 
restricted to childless fami- 
lies - by the Thatcher gov- 
ernment and renamed fam- 
ily credit. 

The cost of family credit 
is only £2.4m a year, or 2 ’ j 
per cent of the Eioobn wel- 
fare bill of which Tony Blair 


keeps complaining. But an 
illuminating comparison of 
US and British in-work ben- 
efits by R. Walker and 
M. Wiseman in the final 1997 
issue of Fiscal Studies finds 
that Britain “now boasts 
Europe's most extensive 
system of means-tested sup- 
port to the low-paid”. 

Despite this, for a long 
time Labour spokesmen 
bad-mouthed family credit 
on the grounds that it was 
subsidising employers who 
paid low wages. But there 
has - at least I hope there 
has - been a big change. 
Ministers realise there has 
been a worldwide widening 
of pay differentials due to 
technological change and 
globalisation. 

Training and “work expe- 
rience" are not enough. Not 
everyone can cope with 
high-tech jobs, and a large 
proportion of future employ- 
ment is likely to come from 
services where many jobs 
will stay low tech and low- 
paid. 

One drawback of family- 
credit is that it runs 
together with other means- 
tested benefits, such as 
housing benefit and council 
tax benefit, which all taper 
off quickly as incomes rise. 
The “poverty trap" is aggra- 
vated by the low tax 
starting point - some 45 per 
cent of people on family 
credit pay tax as well. A 
couple with young children 


with an initial £50 a weds 
gained only £10 in net 
income in 1998 from a £165 


In-work benefits 


should even 
interest financial 
markets if they 
wish to avoid an 
anti-globalisation 
backlash leading 
to capital and 
currency controls 


pay increase. 

The US has taken a differ- 
ent route. Payments to 
poorer workers are made via 
the tax system under the 

“earned income tax credit”. 
This is a negative income 
tax. The credit is offset 
against tax. Workers on low 
earnings, with few tax liabil- 
ities, receive a payment 
from the US Revenue. 

In arithmetical terms, 
most reforms that could be 
made through the tax sys- 
tem could also be made by 
improving family credit. Mr 
Brown has spoken of reduc- 
ing the steepness of the 
taper which withdraws ben- 
efits as income rises. This 
couid be done under the 
present system. 

But to leave matters there 
is to underrate the psycho- 
logical benefits of the tax 
route. Not only do taxpayers 
resent less something that 
comes as a tax concession 
than a benefit, beneficiaries 
themselves prefer having a 
smaller amount withdrawn 
from pay packets to having 
to claim benefit. 

The biggest disadvantage 
of the US system is that tax 
payments depend on end- 
year returns. Thus the low- 
paid have a very long wait 
As the Institute for Fiscal 
Studies says, “the good 
news arrives so late” that 
the work incentive is lost. 
The cashflow problem is 
only made bearable by food 
stamps. 

For such reasons, the Brit- 
ish government has gone for 
a compromise known as the 
"working families' tax 
credit”. This will be pro- 
vided through the Pay As 
You Earn mechanism and 
be reflected immediately in 
the weekly pay packet. 

It is a simple idea hut 
with immense practical 
complications. Some of 
these concern the interac- 
tion with other means- 
tested benefits, including 
housing and council tax 
benefit. These should all be 


amalgamated into a sing le 
in-work benefit. But this 
cannot be done without a 
review of the whole system 
of housing support 

The chancellor will, how- 
ever, have to consider 
immediately the interaction 
of the working families' ta* 
credit with any income tax 
and national Insurance 
reforms, including the 
unfortunate pledge to a lQp 
starting band, which will 
provide most help to the 
better off, unless accompan- 
ied by fresh complexities. 

On the other hand, the 
zzmch-canvassed problem of 
the working man who might 
not pass on a tax credit to 
his wife and children is out 
of date. Some 70 per cent of 
present recipients of Camfly 
credit are single parents. 
Even of the other 30 per 
cent in many cases the wife 
is the principal breadwin- 
ner. There will be no need 
to go back an the principle 
of independent taxation, 
even though the tax credit 
element in an individual's 
tax assessment is likely to 
be based on the household 
position. The potential 
recipient will fill up a sim- 
ple form which he or she 
will either send directly to 
the Revenue or pass on via 
the employer. 

The proposed tax credit is 
also closely related to the 
proposal of the American 
economist Edmund Phelps 
for a wage subsidy for the 
lower paid. One difference is 
that it will be paid to the 
worker instead of the 
employer. A direct top-up 
via the tax or benefit system 
has the advantage that it is 
closely related to family cir- 
cumstances and special 
needs, of which a subsidy 
paid to the employer cannot 
easily take heed. 

The idea of in-work ben- 
efits is Ear too important to 
be left to tax and social 
security specialists. A more 
basic question is: how 
important will the new tax 
credit be in relation to other 
aspects of welfare-to-work? 
At present the emphasis of 
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policy is on making workers 
more “employable". This is 
code for raising their mar- 
ket wages by improving 
their grills and attitudes. 

The hope is that measures 
such as the £80 a week sub- 
sidy for employers wbo take 
on the long-term workless, 
payable for six months, wifi 
so upgrade the workers con- 
cerned that they will be able 
to find employment at rea- 
sonable pay without that 
subsidy in the longer term. 

But suppose it turns out 
that there are workers 
whose skills cannot be so 
upgraded? Or that there are 
not enough high-paying jobs 
in today's labour markets? 
In that case the tax credit 
could turn out to be Ear 
more important than even 
its sponsors envisage. For it 
should at least establish 
that low pay is better than 
no pay, and thus help to off- 
set that awful hangover 
from Old Labour, the mini- 
mum wage. 

Finally, will not the tax 
credit amount to an extan- j 
sion of means testing and | 

thus contribute to the | 
dependency culture which 
so worries Frank Field, the 
minis ter for welfare reform? 
In arithmetical terms, yes. 
But receiving an income 
top-up through the tax 
rather than the social secu- 
rity system might reduce 
the feeling of dependency 
and the associated cynicism, 
and help people to realise 
that a means test need be 
nothing worse than an inev- 
itable part of a progressive 
tax system. Moreover, the 
administrative effect of 
moving the payment to the 
Inland Revenue might 
reduce the severity of the 
probe into capital assets and 
the other intrusive ques- 
tions now associated with 
son-contributory social 
security. 

My hope is that a tax 
credit might be a step to a 
more liberal minimum 
income for all, not condi- 
tional on work at alL Such 
an advance is not, alas, for 
this parliament. 


chaos and corruption 


It used to be 
‘-VV so much 
iji :«£ easier. In the 

fij,-.",'. .'■#§ good old days, 

Y before we had 
ever heard of 
Mikhail Gorbachev or Boris 
Yeltsin, the Soviet Union 
was a relatively straightfor- 
ward place. 

TO be sure, there was a 
dearth of good information. 
The statistics- were question- 
able. The media were deadly 
dulL So were the set-piece 
speeches from the Politburo. 
Bat they followed certain 
formulas, and the very short- 
age of facts made it manage- 
able. At least we knew who 
the bad guys were. It was 
usually thoroughly predict- 
able. 

In today's Russia it is very 
different: the economy is in 
chaos, and the politics in 
confusion. Who can say if 
Boris Yeltsin is a good guy, a 
bad guy, a strong man or a 
sick one? There may be no 
political prisoners, but crime 
is on the rampage. Capital- 
ists and communists seem to 
be equally evil. Liberal 
reformers are said to be run- 
ning the country one day. 
and eclipsed by the old-style 
apparatchiks the next 

Anyone who has tried to 
do business with Russia, to 
trade, or invest knows they 
are often operating in a rule- 
free zone. It is not what you 
know, but who you know. It 
is not only confusing. It can 
be downright dangerous. 

Into this minefield John 
Lloyd seeks to tread. He 
lived through five years of 
upheaval in Moscow, from 
the dying days of the Soviet 
Union in 1991 through the 
lurches of political and eco- 
nomic reform and the mass 
privatisation of state indus- 
try', to the rise of robber bar- 
ons and organised crime, 
and the reincarnation of 
Boris Yeltsin as a two-term 
president He reported it all 
for the Financial Times, and 
then took a year off to put 
his conclusions into a book. 

They make depressing 
reading. This is not a book 


for the faint-hearted, nor for 
the inconiglhle pptinsisL It 
shows a Russia that has 
replacediyiannywith eonfu-' 
;sion and pervasive corrupt' 
than; a country that has 
gained its freedom, “as free- 
dom is now reckoned in the 
wen-id', but still cannot be 
classified as normal. /’ 

Lloyd's challenge is to hit- 
a moving* target, far Russia 
is stiff in the throes of the. 
revolution launched by Gar-: 
bachev in 1985. The old has 
been destroyed, but the 
- forces of the old order and 
the new are' still fighting - to' 
dictate the Tides of the game. 
The title of the book, Rebirth 
of a Nation, is misleading: 
this is the story of the birth 
pangs of the nation, an agon- 
ising process still under way. 

The most fascinating part 
of the story, perhaps, and 
the one the author is partic- 
ularly well qualified to tell, 
is the tale of Gaidar and his 
Gang. That is the thread 
running through five years 
of economic upheaval, the 
story of a band of iconoclas- 
tic young economists who 
gathered around the rotund 
and irrepressible figure of 
Yegor Gaidar, the real archi- 
tect of Russian reform, and 
launched the process of 
shock therapy. 

Lloyd knew them all well, 
and his portraits of their 
motivation, their passion, 
and their terrifying lack of 
political subtlety are telling. 
"The Gang entered their 
offices like children into a 
formal drawing room sud- 
denly vacated, unsure if 
adult order still prevailed,” 
be writes. "They believed in 
free markets as much as it 
was possible to believe In 
anything, were scornful of 
anything which s mack ed of 
a *middle way 3 between 
socialism and capitalism, 
and had no truck with the 
view that Russia was ‘spe- 
cial’, at least not economi- 
cally." 

With their radicalism, they 
ensured that the old state 
system would be broken for 
good. But with their care- 


lessness, they . allowed the * 
' reformed economy to be con- 
. trailed by a dangerous com- 
bination of old-style factory 
managers and unscrupulous 
bankers. Lloyd suggests this 
may have been inevitable. 

Privatisation, he says, was 
“the fantastic gamble of 
throwing the state sector 
into the hands of whoever 
would prove .resourceful, and 
ruthless enough to grasp 
it . . . Because of: Its' scale, 

' speed and chaos, the privati- 
sation process ensured that 
. finance would become a Dar- 
winian arena, in which the 
protagonists would slug It 
out to the death. - " 

Lloyd paints' a disturbing 
picture of the collapse of the 
military into corruption and 
disorganisation, leaving 
open the ever-present danger 
of criminal trade In weapons 
of mass destruction. He is 
weak on the continuing. role 
of the security, and intelli- 
gence services, the former 
KGB. whose psychology still 
permeates so much of former 
Soviet society. He is more 
incisive on. the mutually 
exploitative relationship of 
the Russian Orthodox 
chUrch and the state. 

What a pity the story is 
disrupted by careless edit- 
ing: price liberalisation, for 
example, is suddenly 
declared on. January 2 1995, 
not 1992, and Gaidar is. said 
to have resigned in Decem- 
ber 1991, .not 1992. It only 
adds confusion to a compli- 
cated tale. 

The book is a passionate, ‘ 
■involved and hectic account 
of five years of revolution - 
a narrative, rather than an 
analysis. It is not, and can- _ 
not hope to be. the “anatomy 
or Russia" it sets out to be. 
That would require a society 
whose . institutions bad 
achieved at least same modi- 
cum of stability. 


Rebirth of a Nation Is avail- 
able from FT Bookshop for 
£18 by ringing FreeCall 0500 
500 635 (UK) or +44 181 324 
55 11 (outside the UK). Free 
p&p m UK 
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US role In 
Ulster to be 
applauded 


Manufacturers’ ‘pain’ 
is not convincing 


Too long in 
ivory tower 


From Professor Adrian 
Guelke. 

Sir, Your editorial. “A role 
for the US in Ulster" (Janu- 
ary 19), could hardly have 
been more misguided if you 
had set out to damage the 
prospects for a negotiated 
settlement in Northern 
Ireland along the lines pro- 
posed by the British and 
Irish governments last week. 
Those in the Clinton admin- 
istration who initiated its 
activist policy towards 
Northern Ireland deserve 
our gratitude, not the gro- 
tesque misrepresentations of 
Raymond Seitz, former US 
ambassador to the UK. Mr 
Clinton's readiness to take 
risks in pursuit of peace has 
delivered paramilitary cease- 
fires. which, while not total 
or uninterrupted, have 
greatly reduced the number 
of deaths since 1994. 

Further, the objective of 
the Clinton administration 
has been the same as that of 
the UK and Irish govern- 
ments. the achievement of a 
: historic compromise 
! between unionism and 
nationalism in Northern 
Ireland. Such a compromise 
remains difficult for many 
Unionists to accept The two 
governments made a good 
start inlast week. Persuading 
Unionists of the benefits of a 
settlement is not helped 
either by the treatment of 
the conflict as simply a prob- 
lem of terrorism or by 

attacking the motives of out- 
siders who have made a con- 
structive contribution to the 


From Mr J. Topormoski. 

Sir, I am not convinced by 
reports of “pain” inflicted on 
UK manufacturers by the 
hi gh value of the pound. Fig- 
ures clearly show that UK 
manufacturers import more 
than they export. Any loss 
due to a fall in the effective 
prices of exports must be 
more than made up for by 
the fall in the effective cost 


of their imports. More manu- 
facturers should speak out 
in support of the Bank of 

En glan d and its campaig n 
for real mercantilism. 


J. Toporowski, 
reader in economics, 
South Bank University, 
Southwark Campus, 
293 Borough Road, 
London SE1 OAA, UK 


Shipping rates not being 
hit by turmoil in Asia 


From Mr Christopher J. Carr. 

Sir, With the greatest 
respect, I fear John Kay has 
been rather too long in an 
ivory. tower. 

From his article “A lesson 
in transactions from the wal- 
let test? (Management, Janu- 
ary 19) one would think that 
either be does not carry 
credit cards, betting slips, - 
bearer bonds, or even a driv- 
ing licence- in his wallet, or 
that these have no value" to 
the purchaser. 

Asymmetry, it would 
appear does not always ". 
favour the seller. 


peace process. 


Adrian GceDce. 
department of politics. 
Queen’s University, Belfast, 
21 University Square, 
Belfast BT7 1PA, UK 


From Mr P.J. Smith. 

Sir, I was amazed to read 
your article “Asian crisis 
sends sea cargo rates down 
20 per cent" (January 21 j. 

1 This bears no relation to our 
own experience. 

Container volumes gener- 
ally out of Asia to Europe 
and the US are exceptionally 
high, with ship utilisation 
rates between 95 per cent 
and 100 per cent. Not sur- 
prisingly, rates have been 
increasing. The industry is 
getting up to an additional 
$100 (£61.30) per 20ft box for 
Asia-Europe from January 1 
and up to $300 per 40ft box 
for Asia-US from May 1. 

Container volumes into 
Asia have fallen as a result 
of the reduced demand for 
consumer goods, although 
these form a relatively small 
proportion of the total Rates 
from Europe to Asia are sta- 
ble. while those from the US 
to Asia, a much smaller part 
of P & O Nedlloyd’s business, 
have come down. 

It is misleading to regard 
“Asia" as one market. The 
countries most affected by 
the “Asian turmoil" - south- 
east Asia and Korea - are 
for less significant to P & 0 
than Japan. Taiwan and 


China. To a degree, con- : 
tainer shipping has. also ben- 
efited from currency devalu- 
ation since there is a local 
cost base while revenues are 
denominated In dollars. 

As regards dry bulk cargo, 
rates have fallen but this has 
been offset by significant 
reductions in fuel costs. In 
contrast to the article's 
claim that there has been a 
20 per cent foil since mid- 
October, we have seen abso- 
lutely no change in our 
capes ize daily earnings 
which remain at some 
$15,000 per day. It is also dif- 
ficult to accept the predic- 
tion that rates will foil by 
another 20 per cent this year 
when the supply/demand 
balance is forecast 
to be the best for many 
years. 

Clearly the situation in 
Asia is far from stable. At 
present however, we are 
simply not seeing the major 
adverse developments 
suggested in your article. 


Christopher J. Carr, 
Rue de la Frmtiere, 
01550 Pougny, 
France 


Best invest 
at home 


PJ. Smith, 

director of corporate affairs. 
The Peninsular and Oriental 
Steam Navigation Company, 
79 Pall Mall, 

London SW16 5EJ, UK 


From Mr Graham 
Lancashire. 

Sir, Re your story about 

the Singapore government 
taking a 25 per. oent stake in 
the Duke of Westminster's 
European property business 
(“Singapore Invests in Gros- 
rebor subsidiary”, January 
19). wouldn't toe govern- - 
ment of Singapore do better 
to invest in - and thus dem- 
onstrate confidence in .- its 
own battared market (and 
currency)? ' • 

Particularly as, for the . 
time being, listed Singapo- 
rean companies are, believe 
it or not. not anowed.tq.-buy.. 
back their own shares (a pro- 
posal to allow this is; cur- =. 
rently being examined). . 


Graham Lancashire, 

Spitzackerstrasse 66, 
4103 Bottmingen, . 
Switzerland. 


Useful, but sometimes a lot can get lost in the translation 


From Mr Michael EUis. 

Sir. Your article on the 
online translation service 
available from www.alta vis- 
ta, digital.com was a useful 
pointer to a potentially valu- 
able resource (Marketing 
and media: “ Onlin e transla- 


tion free for all”, January 
19). However, the author 
should perhaps have pointed 
out that this service is at 
present only a “beta" release 
and warned that machine 
translation may not only 
seem "lame" but can some- 


times produce gibberish: 

I doubt If readers would be 
helped much by the German 
translation of” . trick 
shareholders and refuse to 
pay up. Our advice: get out 
while the going's good", or 
“Do not under any orcum- 


stances light the blue touch 
paper while bolding in the 
hand". 


Michael Ellis, ; 
Robert-Koch-Str 3» 
IV90766 Fuerth, 
Germany 
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problems 


The Asian crisis put an abrupt 
end to investors' enthusiasm for 
the emerging markets. The 
question now is. bow q uickl y 
will confidence return? The 
answer is far from encouraging. 

Until mid-October last year, 
the Asian crisis was a localised 
one. But when a slump in Hong 
Kong's Hang Seng index 
prompted falls across the 
world's stock markets, investors 
fled From “riskier” markets. 
Yields on emerging-market debt 
rose sharply, and have stayed at 
a high level ever since. 

The Asian crisis, though, has 
not triggered the devaluations 
in other major emerging-market 
currencies that many had 
feared. An optimist might argue 
that once the Asian currencies 
have stabilised, capital flows to 
many emerging market coun- 
tries will resume, and the pre- 
mium that their debt issuers are 
now paying could fall away 
fairly quickly - as happened fol- 
lowing the Mexican crisis. With 
their currency regimes on the 
whole intact, emerging markets 
worldwide would then come out 
of the Asian crisis relatively 
unscathed. 

But the effects of the crisis 
are likely to be rather more per- 
| sis tent than this, for two rea- 
sons. First, the Asian problems 
are large enough to have a sig- 
nificant impact on the econo- 
mies of most emerging market 
countries. Slower demand for 
imports in Asia, and a sharp 
improvement in the competi- 
tiveness of exports, will worsen 


UK Budget 


Gordon Brown is not the first 
British chancellor to discover 
that good wheezes can cause 
trouble unless their de tails are 
tested against a broad set of 
principles. Yesterday's critique 
by the Institute for Fiscal 
Studies of Mr Brown's pre-Bud- 
get proposals makes sobering 
reading in this connection, and 
he should take two lessons from 
It. 

First, the Treasury should not 
be afraid of more genuinely 
open consultation. The chancel- 
lor's own green budget in 
November was certainly a start, 
but it lacked the detailed discus- 
sion which the IFS now offers. 

Secondly, Mr Brown should 
understand the danger of being 
too impatient to announce spe- 
cific measures, before he has 
articulated a strategy. The IFS 
shows how benefits, taxes and 
national insurance contribu- 
tions all interact, often to pro- 
duce perverse results when one 
element is changed. 

Mr Brown will reply that he 
has a strategy an two levels. 
First, he wants to move people 
from welfare Into work, using 
the savings to help people in 
genuine need. Second, a vast 
amount of detailed work is now 
being done on the reform of the 
tax and benefits systems and on 
public expenditure. 

Nevertheless, the recent deci- 
sion by Tony Blair, the prime 
minister, to take charge of a 
crusade for welfare reform has 


exposed the large distance 
which the government has yet 
to travel from aspiration to a 
credible plan. 

Against this background, the 
measures which Mr Brown has 
prefigured look disconcertingly 
opportunistic. The govern- 
ment's idea of changing the 
present benefit for working fam- 
ilies into a tax credit, for exam- 
ple. raises complex issues about 
the “poverty trap" which poorer 
families face as they move up 
the income scale. 

These difficulties may be 
overcome, but the government’s 
plans for a 10 per cent starting 
rate of income tax and a mini- 
mum wage are wholly perverse. 
A minimum wage Is likely to 
have a disproportionate effect 
on unskilled young people, just 
the group which is vulnerable 
to being priced out of work. 

On the question of savings, 
also, the government's aspira- 
tions seem at variance with the 
measures announced. The new 
Individual Savings Accounts, 
with a £50,000 limit, are a very 
timid way of providing a tax- 
sheltered alternative to a pen- 
sion fund, and they will do little 
to help the poor. 

The government may tn time 
solve these problems. But it has 
a long way to go, and mean- 
while it would do better to be 
frank about its perplexities. 


Romania’s woes 


Urgently needed economic 
reforms in Romania, bravely 
launched a year ago. are threat- 
ening to run into the sand 
because of political bickering 
within the government or Victor 
Ciorbea. the prime minister. 
Parties within the centre-right 
coalition are jeopardising a vital 
programme of privatisation and 
restructuring in pursuit of 
short-term political advantage. 

The government survived a 
parliamentary vote yesterday, 
called by President Ernfl Con- 
stantiuescu to free the reform 
logjam. But the move is 
unlikely to halt the endless 
internal wrangling that has 
sapped the energy of the coali- 
tion in recent months. The 
uncertainty has put at risk not 
only a considerable fund of 
international goodwill, but also 
the country's prospects of join- 
ing the second wave of coun- 
tries to be considered for even- 
tual membership of both the 
European Union and Nato. 

It was never going to be easy 
to implement the restructuring ■ 
of one of east Europe’s most 
painfully distorted economies, 
the legacy of the megalomaniac 
Ceaosescti regime. The previous 
government failed to tackle 
problems of chronic lossmaking 
enterprises In both industry and 
agriculture,; to privatise- its 
banks, and to reduce the moan- . 
tainous inter-company debt 
arrears blocking the financial 
arteries of the economy: 


The shock therapy introduced 
by Mr Ciorbea, including price 
liberalisation in sensitive sec- 
tors such as energy and food, 
and the freeing of foreign 
exchange controls, has inflicted 
. considerable pain on the popula- 
tion with a big jump in infla- 
tion. a sharp devaluation, and a 
large Call in living standards. 

The government laid the j 
groundwork for economic j 
- reform, but it has stumbled in 
the infinitely more difficult next 
phase of transition aimed at 
accelerating privatisation, 
restructuring lossmaking utili- 
ties, cutting subsidies to indus- 
try and agriculture and reform- 
ing the financial sector. 

Faced by an entrenched 
bureaucracy reluctant to sur- 
render past privileges, the gov- 
ernment's only hope , of pushing 
through reform is to present a 
united . front. Instead, Petre 
Roman, the former prime minis- 
ter. and junior coalition partner, 
has threatened to walk out 
unless Mr Ciorbea re s igns . In so 
doing he is putting personal and 
party ambitions ahead of the 
national interest 
This week’s mission from the 
IMF has been postponed, as offi- 
cials wait for the return of some 
semblance of order. The sacri- 
fices already made by one of the 
poorest countries of eastern 
Europe demand that the coali- 
tion strife is ended and that 
political leaders focus again on 
the reform agenda. 


Hard case for software 

Louise Kehoe looks at what is at stake in Microsoft’s 
battle with the US Justice Department 


T oday. Microsoft will be 
back In court in its 
long-running legal 
battle with US trust- 
busters. The judge Is 
due to rule on the immediate 
issue of whether the company 
properly complied with a court 
order requiring it to separate its 
internet browser from its Win- 
dows operating system. The 
order was issued in response to a 
complaint from the antitrust divi- 
sion of the US Justice Depart- 
ment that personal computer 
makers were being forced to 
choose Microsoft's Internet 
browser over competing pro- 
grams as a condition of installing 
the Windows 95 program. The 
judge has the power to fine the 
company up to $liu a day if he 
finds against it. 

Rut far marc is at stake than 
the technicalities of US antitrust 
law or even the hefty fine. The 
real issue, of which the court 
case is Jitst part. Is whether the 
world's third largest company iby 
market value) has become a 
monopolistic menace in the con- 
verging businesses of computers, 
telecommunications and media. 
77161% is no question about the 
company's might and wealth. 
Although it has only 23.000 
employees - a fraction of the 
number employed by Interna- 
tional Business Machines and 
Intel - Microsoft had annual 
sales of $ll.4bn In the year to last 
July. On the eve of the court 
case, Us market value stood at 
Sl&ibn. Tour times that of Gen- 
eral Motors. An estimated one in 
10 Microsoft employees has 
become a paper millio naire, and 
Mr Gates regularly tops lists of 
the world's richest citizens. 

More seriously from the point 
of view of competition, Microsoft 
holds a virtual monopoly in the 
market for personal -computer 
operating systems. The company 
in effect controls the standards to 
which all PC software must 
adhere. It also dominates the 
market for business applications 
such as word processors and 
spread sheets. There is hardly a 
PC in the world that is not run- 
ning Microsoft software. 

This makes Microsoft an indus- 
trial superpower in the informa- 
tion age. The question is: does it 
also make the company a compet- 
itive threat, not just to its rivals 
but also to consumers? Does it 
threaten future innovation in the 
high-technology business itself? 
Those who claim that it does 
make four broad arguments. 

• First, they say, Microsoft’s 
control over operating systems 
technology gives it privileged 
access to future technology 
changes. This means it has an 
unfair advantage over its rivals - 
one that it never hesitates to use 
ruthlessly. 

Over the past decade, Microsoft 
has added many new features to 
Windows - such as data compres- 
sion. antivirus software and 
drawing software. In these cases, 
inevitably, specialist software 
groups that had been offering 
these features as add-on pro- 
grams to use with Windows have 
seen their market wiped out. 

This gives Microsoft the power 
to incorporate whole new catego- 
ries of products into its operating 
system, closing off opportunities 
for rivals. An example is that of 
Netscape Communications, the 
internet software pioneer that 
launched the first commercial 
internet web browser three years 
ago. Netscape has seen its share 


the trade position of other 
emerging markets and the 
industrial world alike. Further- 
more. many emerging markets 
are heavily dependent on pro- 
duction of commodities, and 
there have been large falls in 
the prices of several major com- 
modities. caused at least In part 
by the slump in demand in 
Asia. 

Second, the emerging market 
premium may take some time to 
disappear. The Asian crisis is 
not yet over, and may not be for 
some time. Questions remain 
over whether Japan will 
recover, whether Hong Kong 
and China will be drawn into 
the crisis again, and whether 
default can be avoided. These 
uncertainties will not be 
resolved quickly. In the mean- 
time. higher yields are likely to j 
persist. 

And for some countries, this 
will cause serious problems. 
Many emerging markets have 
become dependent on cheap for- 
eign capital. Brazil and Argen- 
tina. for example, have been 
funding large current account 
deficits: and Russia has been 
issuing bonds to fid its budget 
deficit. So far. these countries 
have mostly withdrawn from 
the debt markets. But they will 
soon find themselves forced to 
return - and to pay whatever 
yields are demanded. 

Investor confidence defies 
firm prediction. But all indica- 
tions are that this will be a 
tough year for the emerging 
markets. 



of the browser market fall precip- 
itously over the past two years 
since Microsoft introduced its 
own browser. The products are 
very similar. However, Microsoft 
offers its browser free of charge 
as pan of Windows 95 while, 
until last month. Netscape 
charged about $40. 

• Second, claim the critics, even 
when Microsoft's power is not 
directly threatening to its rivals, 
it squelches competition indi- 
rectly. Its cashflow from its prod- 
ucts is so vast that it can out- 
acquire and out-research any 
rival, while its dominance of the 
desktop business gives it unrival- 
led market access to existing and 
potential customers. This can 
mean, says John Doerr, one of 
the leading venture capitalists in 
Silicon Valley, that Microsoft is 
stifling innovation because inves- 
tors are reluctant to back a 
potential Microsoft rival. 

• Third, it is said, Microsoft is 
using its operating systems 
monopoly to expand into new 
areas, in a way that disrupts the 
converging businesses of media 
and telecoms. When the company 
moved, two years ago, to provide 
news services on the internet, 
creating its own newsrooms in a 
partnership with NBC, publishers 
all over the world felt threatened. 
Microsoft's £ sped la website, 
which enables users to book air- 


line tickets, has challenged travel 
agents. The software company's 
moves into internet commerce 
have banks and retailers worried. 

In the computer industry. 
Microsoft is also expanding its 
turf. Moving beyond the desktop 
PC, the company is gaining rap- 
idly in the market for operating 
systems used on computer work- 
stations and computer network 
servers. In the consumer arena, 
Microsoft is pushing software for 
television set-top boxes that 
bring digital information services 
to the TV screen and has devel- 
oped a new version of Windows 
for handheld computers. 

• Fourth, say the company's 
critics, even if these advantages 
are legitimate, the company 
abuses its dominant position in 
software. By contrast. Intel, 
which holds a comparably domi- 
nant position in some chipmak- 
ing technologies, does not. 

Antagonism towards Microsoft 
in the high-tech industry has 
been rife for years. It has long 
been called the Evil Empire. 
Recently when Microsoft made a 
small equity investment in Apple 
Computer, Mr Gates was booed 
by thousands of Apple enthusi- 
asts. 

Microsoft is especially aggres- 
sive, say its accusers, in dealing 
with a possible threat to its Win- 
dows monopoly from a comhina- 


•OBSERVER 


Trichet 

business 


■ With the battle for the 
presidency of the European 
Central Bank nearing a climax. 
Observer hears the rush for top 
jobs is about to get still more 
complicated. 

• The Netherlands and France 
have thus far refused to blink in 
the stand-off for the top job 
between Wlm Duisenberg and 
Jean-CIaude Trichet Baris seems 
unimpressed with the suggestion 
that Duisenberg would vacate 
the seat after four years to make 
way for a Frenchman. Its latest . 
offer seems to be that 
Duisenberg might take the reins 
for two years before standing - 
down for Trichet. Never mind 
that the Maastricht treaty 
specifies an eight-year term to 
protect the Bank's . . 

: independence. 

But the tussle js beginning to 
concentrate mindson other 
plum posts. PWiijgje Maystadt of 
: Belgium remains front runner to 
take over the London-based 
EBRD, but what about the. 
presidency of the European ; 
Commission? * . 

A replacement far Jacques 
Banter - whose term ends in ■ 
2000 - has to be chosen by the 
middle of next year. Felipe 
GonzSlez of Spain and Ireland's 
Peter Sutherland are already 
being mentioned as possibles 


but Rome is utterly determined 
that it is Italy’s turn. . 

Than there is the 
chairmanship of EuroX, the new 
club of single currency finance 
ministers. Formally no such job 
yet exists. But the betting is it 
won’t take long before it is 
established. 

Surely, with so many positions 
up for grabs, someone can come 
up with a formula which leaves 
everyone happy. You can’t beat 
Brussels for job creation. 


Pray tel 

■ Germany’s newly liberalised ' 
telephone market continues to 
perplex Deutsche Telekom. The 
latest blow comes from the 
Catholic and Protestant -, 
churches; they're taking their 
long-distance call business to 
o.tel.o , the new telecoms joint 
venture between conglomerates 
RWE and Veba. 

The potential loss to Deutsche 
Telekom is large. The churches 
and their charitable offshoots 
run kindergartens, orphanages, 
hospitals and aid folks’ homes as 
well as parishes. In all, that’s a 
nationwide network of some 
100,000 institutions spending 
about DM850ID f$470m) a year on 
phone calls. 

■ The bigwigs at Deutsche 
Telekom certainly weren't 
impressed with losing such a big 
customer. They even announced 
a ‘review" -of their existing 


agreement to provide toll free 
services worth DM5m a year to 
the church-hacked Samaritans - 
until an unholy row in 
yesterday’s German tabloids 
persuaded them to turn the 
other fhp*»k 


High roller 

■ After 14 years (mining on the 
performance of hotel and gaming 
companies. Wall Street analyst 
James Murren has decided to 
take a gamble himself. He’s 
leaving the familiar 
surroundings of Deutsche 
Morgan Grenfell to work for 
Kirk Rerkorian, the billionaire 
corporate raider who’s known 
not to suffer fools gladly. 

Murren - stiff a tender 
36-year-old - becomes chief 
financial officer at MGM Grand, 
the Las Vegas-based casino 
company controlled by 
Kerkorian. The company Is in a 
growth phase, with plans to 
b uild casinos in Detroit and 
Atlantic City as well as 
ex panding its Las Vegas hotel 
and casino complex. The 
workload has moved too much 
for its unusually slimmed-down 
manag ement team. 

MGM Grand boss Alex 
Yemeni djian should be 
especially pleased to welcome 
the new man on board; he’s been 
looking after the finances with 
one hand as well as being 
president and chief operating 


officer. Let’s hope Murren hits 
toe jackpot rather than losing 
his shirt. 


Word play 

■ Helmut Maucher, Nestle's 
70-year-old chairman, has just 
been awarded the unusual 
accolade of investing the worst 
new German word of 1997. 

Germans are always inventing 
new words, and Maucher. a 
German, has come up with a 
corker: “Wohlstandsmlillsich”, 
which roughly translates as 
“affluent rubbish". 

Maucher likes to use the 
phrase to describe social 
security scroungers who “milk 
the system”. However, a panel of 
judges from Frankfurt's Johann 
Wolfgang Goethe university 
weren’t impressed with 
Maucber's inventiveness. 

They’ve described bis latest 
contribution to the German 
language as "the last straw in 
toe cynical evaluation of people 
exclusively by their market 
value". It's gone straight to the 
top of their list of “unwords of 
the year”. 

Maucber's staff is already 
reviewing further refinements to 
the German language; they're 
looking for a word to cover 
left-leaning university 
bnsvbodies with nothing better 
to do than get at serious 
entrepreneurs dedicated to 
enhancing shareholder value. 


soft and its supporters say? 

Most important, they eLiim. all 
operating systems tend to turds a 
monopoly. This is because it is 

essential to bate a standard. A 
particular company does not 
have to own the standard, of 
course. What is necessary is that 
the best standard should win. 
and that it should be continu- 
ously unproved. 

Microsoft claims that this is 
true a | Windows. "Improving 
Windows is the essence of Micro- 
soft." a company official says. 
“That is what this company is all 
about." 

Microsoft has mainramed its 
dominant role in the software 
industry by never resting on its 
laurels. It is continuously 
upgrading existing products and 
spends more than most <>f its 
competitors combined on 
research and development. 

Indeed, it is the coinp.mi's 
determination to improve its 
operating system that is the protv 
lem for its rivals. Had Microsoft 
not included data compression. 
antivirus software, and the rest, 
it would not have run intu the 
chorus of disapproval. 

Hating a single, dominant 
standard operating system for 
PCs may be to the advantage of 
consumers and even other com- 
panies. Microsoft can claim. This 
is because it encourages develop- 
ers to focus their efforts, produc- 
ing more software, it ensures 
that most applications will run 
on nearly all computers, increas- 
ing the potential market size not 
only for Microsoft, but for its 
rivals as welL And. for both con- 
sumers and rivals, having one 
standard cuts costs by creating 
economies of scale and eliminat- 
ing the need for people to learn 
different computer systems. 

Microsoft can make other argu- 
ments in its own defence - for 
example, that throughout com- 
puter history operating systems 
have expanded to include other 
categories of programs. The ones 
that Microsoft is moving into 
now, it says, are suitable for 
inclusion in Windows. 


tion of Java and the internet. 
Java is a programming language 
that enables applications pro- 
grams to run on any operating 
system and hence challenges toe 
Windows monopoly. The internet 
could challenge the dominance of 
toe personal computer, on which 
Windows runs, by enabling sim- 
pler “network computers” to be 
used universally. Today, Micro- 
soft's loudest critics - Scott 
McNealy, chief executive of Sun 
Microsystems and Larry Ellison, 
chairman and chief executive of 
Oracle - focus on this issue. 

Sun, which owns Java, is 
engaged in a legal battle with 
Microsoft over an alleged breach 
of contract, accusing Microsoft of 
altering Java to turn it into a 
Windows programming language. 
Microsoft is countersuing. Mr 
Ellison charges that Microsoft is 
holding the world hostage with 
its overly complex desktop soft- 
ware. He maintains that users 
would be better off with simpler 
“network computers’’ that link 
up to host computers much as 
telephones are linked to central 
exchanges. 

It is a long list of complaints. 
But being big. aggressive and 
unpopular does not necessarily 
prove that that Microsoft is a 
competitive problem for the high- 
tech business. 

What, in response, can Micro- 


B ut the argument 
about whether con- 
sumers benefit lies at 
the heart of the com- 
pany's defence. If it 
is perceived that they benefit 
then all toe other criticisms will 
take second place. Hence public 
opinion is likely to be crucial in 
toe company's conflicts with toe 
trustbusters. 

On this matter, at least there 
is no argument Even Microsoft 
acknowledges that the tide of 
public opinion has turned against 
it In focus groups and in per- 
sonal e-mails, the company is 
receiving more complaints, says 
Steve Ballmer. executive 
vice-president. "I had one cus- 
tomer compare us to Philip Mor- 
ris Itbe cigarette maker]. Pretty 
soon it would get to the point 
where he would have to use our 
products outside!" 

The battle at toe bar of public 
opinion will go on long after the 
legal one in court today. And if 
Microsoft does change, it wfl] be 
toe public, as much as the courts, 
that will force the pace. Microsoft 
is already searching its corporate 
soul. It aims to become more 
‘‘sensitive” in its dealings with 
business partners and customers, 
says Mr Ballmer. And that, he 
acknowledges with a grin, does 
not come naturally to Microsoft. 


100 years ago 

Another Klondyke Joke 
Klondyke promotions are 
becoming funnier and funnier 
as time goes on instead of 
showing signs of settling 
down into sanity. The reason 
is simply that the name of 
Klondyke has become so 
familiar to the public that 
every Cheap Jack thinks it an 
excellent title to conjure with. 
The Yukon district is a "terra 
incognita," and it is easy to 
float Klondyke companies 
whose professed object is to 
send representatives there to 
gather up the fabulous 
millions of gold that are 
vulgarly supposed to be lying 
on the surface of the frozen 
ground. Whether much of the 
money subscribed will ever 
get beyond the promoters' 
pockets is a question that 
admits of only one answer in 
view of the laughable 
character of most of the 
prospectuses. 

50 years ago 

American Overseas Airlines 
Advertisement “If facts are 
your hobby, here are a few to 
add to your collection. AOA 
has experience of over 15,400 
transatlantic crossings. 

Urgent business trips are 
easily geared to AOA’s daily 
flights from the capitals of 
Europe to over 70 business 
centres in the USA. Canada 
and Mexico. Daily flights from 
London to New York in Iff* 
hours.” 
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Europe’s share buybacks Vietnam 
triple m value m one year leads P&G 


THE LEX COLUMN 


New year bargains 


By Vincent Boland in London 

The value of European share 
repurchases announced last 
year more than tripled as com- 
panies distributed surplus 
cash to shareholders. 

Repurchase proposals 
amounted to S47.2bn compared 
with $l4.2bn in 1996. and the 
upward trend is set to con- 
tinue, according to a report by 
J.F. Morgan. Eleven pro- 
grammes were worth more 
tban ilbn each. Among the 
biggest were those by Diageo. 
British Telecommunications 
and Reuters of the UK. Elf 
Aquitaine of France, and Tele- 
Danmark. 

When a company buys back 
Its shares it replaces equity 
with cheaper, tax-deductible 
debt and raises earnings per 
share by reducing the number 
of shares outstanding. The 
practice is most often used by 
companies with surplus cash 
that is not required for further 
investment or to reduce debt. 

Share repurchases are still 
most common in the UK. 
where legislation is most 
favourable. But they are tak- 
ing hold elsewhere as govern- 
ments make the taxation 
changes needed to make the 
practice attractive. 

The report predicts strong 
activity this year as big com- 
panies and investors in Ger- 
many. France. Sweden and the 
Netherlands pressfor such leg- 
islation. 

In most cases the announce- 
ment of a company's intention 

SmithKline 
and AHP 
close to deal 

Continued from Page 1 

Wyeth Ayerst. Mr Lesctaly 
spends more time in the US 
than the UK even now. 

The newly merged company 
is likely to have its primary 
listing in New York rather ! 
than London, and that is 
likely to lead to sales of 
SmithKline shares by funds | 
that track the FTSE 100 index. 

Neither company is thought 
to be particularly concerned 
about this, believing that 
funds tracking US indices will 
have to buy more shares in 
the merged company. 

On Tuesday, following a 
report in the FT that talks bad 
been taking place, both com- 
panies put out a statement 
confirming they were consid- 
ering merging. 

Talks had been going on for 
several months, and detailed 
negotiations began in early 
November. AHP had hoped to 
be able to announce the deal 
before Thanksgiving, Novem- 
ber 27, and before Mr Stafford 
was due to go into hospital for 
an operation. 

The two companies were 
nnabie to complete their talks 
by that time, and negotiations 
did not restart until late 
December. 


European share repurchase volume 


Completed share repurchases, 1997 
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to repurchase shares has 
immediate benefits for its 
share price. 

J.P. Morgan's analysis of 67 
repurchase programmes shows 
that buybacks are usually fol- 
lowed by share price outper- 
formance. Returns in 41 cases 
outperformed the market by 
an average of 19.3 per cent 
immediately after the buy- 
back. 

Buyback programmes tend 
to provide higher returns for 
investors in financial compa- 
nies. rather than industrials. 
Companies with little or no 
debt do better than the highly 
leveraged, the report says. 

The quicker the repurchase 


programme is carried out after 
it is announced, the bigger the 
gain to both shareholders and 
the company. But some compa- 
nies take up to six months, or 
even longer, to implement buy- 
back programmes and have to 
pay the premium which typi- 
cally accrues to a share price 
following the announcement of 
a buyback programme. 

Buybacks are legally possi- 
ble in France, the Netherlands. 
Sweden and Switzerland but 
are not attractive for tax-pay- 
ing shareholders. They are not 
permissible in Germany, 
although legislation allowing 
them is expected early next 
year. 


IRA rejects blueprint 
for peace in Ulster 


! By John Kampfner in London 

Northern Ireland appeared last 
night to be sliding back to 
all-out conflict after the Irish 
Republican Army rejected the 
British and Irish governments' 
proposals for a constitutional 
settlement. 

The statement came shortly 
after the shooting of the eighth 
man killed since the resump- 
tion of sectarian violence last 
month. It reinforced fears in 
London and Dublin that the 
formal end of the IRA ceasefire 
could be imminent. Officials 
believe loyalist and republican 
paramilitaries are goading 
each other into being the first 
to abandon the peace process. 

The IRA branded the propo- 
sitions put forward by the UK 
and Irish governments to the 
multi-party talks in Belfast as 
a “pro-unionist document". 

The statement accused Tony 
Blair, the UK prime minister, 
of bowing to unionist pressure: 
"yet another British prime 
minister has succumbed to the 
Orange card”. 

Both governments are 
looking for a way of persuad- 
ing Sinn Fein, the IRA's politi- 
cal wing, that the “heads of 
agreement" document is not 
weighted towards unionists. 


They intend to submit more 
detailed suggestions about 
North-South bodies, giving the 
Irish Republic a say in the 
administration of Ulster as 
part of an overall deal that 
includes a parliament for 
Northern Ireland and a council 
of the isles linked to the UK. 

UK officials acknowledged 
that talks on Monday between 
Mr Blair and Gerry Adams, 
Sinn F£in president, had failed 
to make progress. 

Last night's IRA statement 
said republicans had shown 
commitment by restoring their 
ceasefire last July. 

It concluded: "The responsi- 
bility tor undoing the damage 
done to the prospects for a just 
and lasting peace settlement 
rests squarely with the British 
government.'' 

In the latest violence, a 55- 
year -old man was shot dead as 
he sat in his car in central 
Belfast 

Mr Blair vowed yesterday 
not to be deflected by the gun- 
men. “It would be the ultimate 
surrender, of the democrats to 
the men of violence, if we 
ended up being deflected in 
any way by what they've done 
from searching for a decent 
peaceful solution in Northern 
Ireland." he said. 


venture 
to default 

By Jeremy Grant In Hanoi 

Procter & Gamble, the US 
producer of personal care 
products, said yesterday that 
Vietnam's central bank had 
ordered a freeze on new lend- 
ing to its local joint venture, 
forcing it to default on exist- 
ing borrowings and dealing a 
blow to sagging investor confi- 
dence in the country. 

The decision, unprecedented 
since Vietnam allowed foreign 
investment a decade ago, 
alarmed foreign businesses 
already being driven away by 
rising levels of corruption and 
red tape. Contracted foreign 
investment in Vietnam feU 
more than 30 per cent last 
year compared with 1996. 

It underscores the difficulty 
of running businesses in a 
country where tight connec- 
tions between local partners 
and the communist bureau- 
cracy often cause minor 
disputes to escalate into pol- 
itically driven vendettas. 

“It’s the law of the jungle as 
opposed to the rule of law. 
They [the authorities] are not 
really understanding the 
implications of what they're 
doing." said one foreign 
lawyer. 

Alan Bed, manag in g direc- 
tor for P&G’s venture - based 
in Ho Chi Mmb City - said the 
company was not told why the 
central h ank had issued the 
order, which affects foreign 
banks. 

Citibank, the company’s pri- 
mary lender in Vietnam, said 
it was forced to comply with 
the centra] bank role and that 
P&G had thus defaulted on 
borrowings "for the first time 
since we began our relation- 
ship 90 years ago”. 

P&G and its partner, 
Phuong Dong, have been at 
loggerheads for months over 
attempts by the US company 
to Increase its investment to 
stem two years of losses. 
Phuong Dong is a subsidiary 
of Vietnam Chemicals Corp 
under the industry ministry. 

P&G entered Vietnam in 
1994 with products such as 
Head and Shoulders shampoo 
and Camay soap, intending to 
tap into rising urban incomes. 
Bnt even in Ho Chi Minh City 
- where annual average per 
capita income is more than 
I $1,000 - sales have been slow 
j because of stiff competition 
from other multinationals, 
Including Unilever of the 
Netherlands, and cheaper 
domestic brands. 

The company has said it 
would need to at least doable 
Its licensed investment of 
$36m to ensure profitability. 
Bnt Phuong Dong has resisted 
that because, like most other 
state-owned local partners, it 
lacks the cash to inject its 
share of increased equity and, 
bankers say, takes a 
short-term view on profitabil- 
ity. 


Unsurprisingly, given the events of 
the last few months, the vultures 
axe starting to hover over Asia. 
Gambling that need for capital win 
overcome any remaining objections 
Asian countries have to foreign 
takeovers, Investment banks are 
switching regional resources from 
institutional broking to M&A. 
Already, a few brave corporate 
investors are pecking at the car- 
cass. 

Hong Kong-based First Pacific, for 
example, has been sniffing around 
San Miguel, the Philippines brewer. 
Certainly, the Asian crisis does not 
seem to have dampened the desire 
of western companies to make 
acquisitions in the region. In the 
second half of 1997 they spent 
$&2bn there - more than they had 
in the first six months. This makes 
sense, and even more so now. The 
double impact of stock-market and 
currency collapses has left Aslan 
assets looking astounding! y rhnqp 
In some sectors, companies are 
trading at below the replacement 
cost of their assets. And while 
Asian economies are currently sick, 
the region remains important as a 
market and a low-cost base for 
exports. 

There are clearly risks. Mistimed 
investments can be expensive and, 
while there are gems trading at low 
prices, there are many duds. How- 
ever, corporate investors do enjoy 
an advantage in buying stakes. 
Unlike portfolio investors, they can 
impose restructuring programmes - 
the carrot being the provision of 
much-needed capital 

Emu 

Eurosceptics have long dreamt 
that the German constitutional 
court might rescue them from the 
1 nightmare of monetary union. With 
a c laim against Emu now before the 
court, their chance has come. The 
legal grounds are complex, but the 
basic claim is that the project will 
fail and hence violates the petition- 
ers’ constitutional rights. The court 
may yet refuse to hear the case. But 
even if it does, Eurosceptic wishes 
are unlikely to be met The court 
will not want to precipitate a Euro- 
pean crisis in defiance of a near- 
unanimous consensus among politi- 
cians favouring Emu. And it will 
have ample grounds in law and fact 
to make an elegant escape. 

This need not be a tragedy. After 
all. parliamentary debate should 
allow for the vigorous discussion 
which Emu undoubtedly warrants. 
But with no sizeable party showing 


forecasts 


As X of GDP 


Owiimij . 


Italy ' Spain 


the vaguest sceptical inclination, 
file danger is of a quiescent Goman 
public being steamrollered by a 
determined political elite. Short 
term, this will hardly matter. Low 
Interest rates in peripheral coun- 
tries such as Italy and Spain should 
boost growth and help the project 
get off to a good start 
But once growth slows, exposing 
the brutal combination of a single 
monetary policy and the stability 
pact in its full rigour, the picture 
will be less rosy. Countries will 
have to embrace the sort cf tough 
structural reform many, including 
Germany, have so far avoided. For a 
populace still largely innocent of 
Emu’s foil impart, fins will come as 
a nasty surprise. 

Smith Kline/A HP 
Having posted their wedding 
banns. SmithKline Beecham and 
American Home Products now have 
to negotiate a workable pre-nuptial 
agreement Any deal will almost 
cer tainl y be an all-share merger, 
based in the US and structured to 
avoid tax and goodwill charges. 
This is a tried and tested formula, 
but it does raise several issues. 

The first is price. While the two 
companies are similar in size, AHP 
will contribute about 60 per cent of 
the enlarged profits once Smith- 
Kline’s numbers are adjusted to US 
accounting standards. SmithKline, 
however, is growing Easter, has a 
better research pipeline and a more 
attractive product mix. Its earnings 
therefore deserve to be valued more 
highly. On top of that, the with- 
drawal of AHP*s two diet drugs 
could eventually cost it S2bn-$4bn, 
unless these liabilities can be some- 
how ring-fenced. 


7*115 anrourcemen: a coears as a rarer cf record onty. 


• The best way to set the price is 
therefore to apportion .shares in a 
ftrnnhinwl com pany on the basis of 
market capitalisation.' Whether 'this 
is taken at the start of January, at 
the end, of last week before news of 
the -talks became public, or now 
when the market has had -time to 
-digest the implications, S mith K li n e 
consistently ends up With 5&53 per 
of the pie. Domiciling the new j 
company in the US may also create 
a problem, as UK shareh ol ders sell : 
their holdings. But this should be ! 
easily absorbed by US investors i 
who will be underweight in the new 
company. Given the potential bene- 
fits of a merger, none of these 
obstacles should prove insurmount- 
able. 

Cost of capital 

Switzerland's Ciba Speciality 
Chemicals has a low cost of capital 
so it is able to pay a . price for 
Britain’s Allied Colloids other bid- 
ders would find ruinous. Right? 
Well, not quite... 

To see why, consider that Ciba 
has a low cost of capital because it 
is based in a country with low infla- 
tion and interest rates. Ten-year 
Swiss government bands yield 3 per 
cent while UK gilts yield 6 per cent. 
Add in a risk premium of, say, 4 per 
cent and it is true that a typical 
Swiss investment should earn a 7 
per cent return. But 7 per cent is 
not the figure a Swiss company 
should apply to investments in . the 
UK. In making a -cross-border 
investment, tt runs the risk that 
sterling will fall Indeed, the UK has 
higher long-term interest rates' pre- 
cisely because the market’s best 
guess is that sterling will depreciate 
against the Swiss franc. 

Look at the matter from another 
angle. Anybody wishing to buy 
Allied Colloids could finance the 
acquisition by borrowing in Swiss 
francs or in even cheaper yen But 
would the cost of capital have 
fallen? Far from it Unhedged for- 
eign borrowing can have calami- 
tous c ons equences, as many east 
Asian companies are now discover- 
ing. In short, in determining the 
appropriate return for a particular 
In ve s tment or acquisition, compa- 
nies should choose a figure appro- 
priate to where they are investing 
not where they are borrowing. As a 
result, no bidders have an advan- 
tage simply because of where they 
are based. 

Additional Lex comment 
cm Eidos, Page 18 
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BRISA - Auto-estradas de Portugal, S.A. 
21,000,000 Ordinary Shares 


Joint Global Coordinators 
Banco Cisf 


Deutsche Morgan Grenfell 
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Europe today 

Scandinavia will have snow, with 
strong south-westerly winds and 
blizzards except in foe south. In 
western and southern Norway, 
the snow will turn to ran. 

Eastern Europe and the Baltic 
states will have snow, pushing 
westwards into central Europe. 
The Alps will have further falls, 
mostly in Austria. South-east 
Europe and the central and 
eastern Mediterranean will stay 
unsettled, with heavy showers 
and scattered thunderstorms. 
The northern Adriatic will have a 
strong wind - the Bora. Prance 
and the Iberian peninsula will 
have plenty of sunshine but the 
north-west will become cloudy. 
Five-day forecast 
North-east Europe will become 
drier as snow moves southwards 
towards the Balkans. Snow will 
return after the weekend. 

The central and eastern 
Mediterranean will stay unsettled 
wtth thundery showers, slowly 
clearing after the weekend. 

TODAY'S TEMPERATURES 
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Portuguese Retail Offering of 12.100,000 shares at PTE4,850 per share 

Lead Manager and Bookrunner 

Banco Cisf 

Senior Co-Lead Managers 
Banco ESSI BP] - Banco Portugute de Investimemo 

Caixa Geraf da DepOsftos Banco Comerciaf Ponugu&s 

Banco Porrugufcs do Attendee Banco Espfrfto Sarrto 

Banco Internadonal de OAdito Banco Borges & Irm jo 

Banco de Fomento e Exterior Banco Fonsecas ft Burney 

BNU - Banco National Ultramarina 

Co-Lead Managers 

Banco Pinfo & Sono Mayor Banco Mello 

Banco Totta&A 9 ores Credits Predial Portugute 

Co-Managers 

Argentaria - Banco Exterior (Sucunai am Portugal) Banco Bilbao Vizcaya {Portugal) 

Banco Comerciat dos Azores BCI - Banco da Comertio s Industrie 

Banco Rnantia Banff- Banco Intamacional do Fund 

BNC - Banco National de Cr jdito ImobiliArio Barclays Bank Pic (Sucursal em Pom 

Caixa Central de Crddito Agricola MCrtuo Caixa Economics Monrep io Garni 

Credit Lyonnais Portugal Deutsche Bank de Investimento 

Finibaneo 


Banco Mello 

CrSdito Predial Portugute 

Banco Bilbao Vizcaya {Portugal) 

BCI - Banco de ComOrdo a Industrie 
Banff- Banco International do Funchal 
Barclays Bank Pic (Sucursal em Portugal) 
Caixa Economics Mon rep io Genal 
Deutsche Bank de Investimento 






Portuguese Institutional Offering of 1,600,000 shares at PTE4,850 per share 
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Lead Managers 

Banco C/sf (Bookrunner) 
Banco ESSI 

Co-Lead Managers 
Caixa Gera) de DepOsitos 

Co-Managers 

Banco Chemical Finance 
Central - Banco de Investimento 


8PI - Banco PortuguSs da (mrestfmehto 


Deutsche Bank de Investimento 


Banco Mello de investimento 


International Institutional Offering of 7,300,000 shares at PTE<M&0 per share 


Situation at mtektay. Temperatures maximum far day. Forecasts by PA WeetherCentre 


Abu Dhabi 

Accra 

Algiers 

Amsterdam 

Athens 

Atlanta 

B. Aires 

B.ham 

Bangkok 

Barcelona 


Maximum Beijing 
Celsius Belfast 
Sun 21 Btigrac 


Sun 33 
Cloudy 14 
Fair 3 
Cloudy 14 
Rain 11 
Fair 2B 
Cloudy 7 
Sun 33 
Sun 12 


Belgrade 

Berlin 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

C.hagen 

Cairo 

Caracas 


Sun -2 
Rain 11 
Rain 4 
Sleet 3 
Shower 20 
Fair 21 
Sun 29 
Fair 2 
Rain 4 
Cloudy 3 
Sun 23 
Fair 23 


Cardiff 

Casablanca 

Chicago 

Cologne 

Dakar 

Dallas 

Deftii 

Dubai 

Dublin 

Dubrovnik 

Edinburgh 

Faro 


Rain 8 
Fair 19 
Snow 1 
Fak 3 
Sun 31 
Cloudy 9 
Fair 20 
Sun 24 
Rain 11 
Shower 11 
Rain 12 
Sun 18 


Frankfurt 

Geneva 

Gferaftar 

Glasgow 

Hamburg 

Helsinki 


Snow 2 
Fair 0 
Sun 18 
Rain 11 
Cloudy 4 
Snow 0 


Hong Kong Cloudy 15 


Honolulu 

Istanbul 

Jakarta 

Jersey 


Fair 28 
Ran 13 
Thunder 33 
Cloudy 7 


JahannesburgShower24 


No other airline flies to more cities in 
Eastern Europe. 


Lufthansa 


Karachi 

Kuwait 

LAngelee 

Las Palmas 

Lima 

Lisbon 

London 

LuxJxxirp 

Lyon 

Madeira 


Sun 28 
Sun 20 
Fafr 19 
Fair 23 
Cloudy 31 
Sun 15 
Shower 6 
Cloudy D 
Cloudy 2 
Cloudy 19 


Madid 

Majorca 

Malta 

Manchester 

Manila 

Melbourne 

Mexico City 

Miami 

MHim 

Montreal 

Moscow 

Munich 

Nairobi 

Naples 

Nassau 

New York 

Nice 

Nicosia 

Oslo 

Pais 

Perth 

Prague 


Suit 12 
Fair 12 
Thunder 14 
Dnzl 9 
Fair 29 
Fair 30 
Fair 20 
Fair 27 
Fay 10 
Sun-11 
Fair -7 
Snow -2 
Fair 24 
Shower 12 
Fair 26 
Fair 3 
Sun 9 

Shower 19 
Snow -1 
Fair 3 
Sun 27 
Snow 1 


Rangoon 

Reykjavfc 

Rio 

Rome 

S. Frsco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

Tel Avtv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

Wellington 

Winnipeg 

Zurich 


Fair 31 
Snow 2 
Fair 29 
Fair 12 
Cloudy 14 
Fair 0 
Thunder 32 
Cloudy 2 
Fair 2 
Fair 28 
Fair 17 
Fair 22 
Fair 9 
Fair -2 
Rain 9 
Fair 10 
Rain 5 
Sleet 1 
Rain 6 
Cloudy 20 
Cloudy -8 
Cloudy -1 


Lead Managers 

Deutsche Morgan Grenfell (Bookrunner) 
Co-Lead Managers 

Salomon Brothers international Limited 

Co-Managers 

Banco ESSI 

BBV Interactivos, S.V.B. 

CAIB Investmentbank 
Central Hispano Bolsa 


Banco Craf 


UBS Limited 


Banco MeHoda Inveatimenu 

BPI - Banco Portuguta de Investimento' 

Cazsnove&Co. 

NatWest Securities Limited 
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Deutsche Morgan Grenfell 
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Alcan doubles 
net income 


Alcan of Canada, the 
world's second biggest 
aluminium producer. 

more than doubled net 
income in the fourth 
quarter to USS146m. 
Alcan's full-year net 
income rose by 18,3 per 
cent to USS485m- How- 
ever, Jacques Bougie 
(left), president, warned 
that the slowing of 
Asian economies was 
affecting demand for aluminium Page 14 

Norway fund a ttr ac t * managers 

Norway's intention to invest op to 50 per cent of 
its state petroleum fund in international equi- 
ties In stead of foreign government securities has 
attracted several international fund managers 
seeking the business to Oslo. The plan has 
raised concern in hanking circles. Page 17 

OH prlc* falla on Saudi quota rumours 

Oil futures fell on suggestions that Saudi Arabia 
might be about to breach the agreed quota of 
the Organisation of Petroleum Exporting Coun- 
tries (Opec). The March contract for Brent crude 
- the international benchmark - hit a low of 
$15.18 a barrel on the International Petroleum 
Exchange In London yesterday. Page SB 

UK wafers group stakes Aslan claim 

Laporte Electronics, a subsidiary of UR chemi- 
cals group Laporte, is to open a US$25m silicon 
wafer reclaim plant in Taiwan. Laporte is the 
l eading concern in wafer reclaim - the process 
of cleaning wafers to test mariimps that make 
semiconductors - In US and Europe. Page 16 
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Swiss group outbids Hercules with agreed 205p per share cash offer Lonrho 

Ciba wins fight for Allied Colloids ^7, 71 

of jcf 


By Andrew Edgachff e-Johnson 

in London 

Ciba Speciality Chemicals of 
Switzerland yesterday outbid 
Hercules of the US in the auc- 
tion for Allied Colloids, forcing 
its rival to withdraw and put- 
ting a price of £l-42bn (£L3lba) 
on the UK-bascd producer of 
water-treatment chemicals. 

Clba's shares fell by SFT7 to 
SFrlS2 as some analysts ques- 
tioned whether it had over- 
paid. Rolf Meyer. Clba's chair- 
man. said the deal would 
dilute the group’s profits in 
199S, but would benefit earn- 
ings from 1999. 

Ciba's recommended 2Q5p 
per share cash bid. made four 
days after it opened talks with 
Allied, is twice Allied's share 
price in October. It compares 
to a hostile bid from Hercules 
whlcb went up from I55p to 
175p and then 195p on Monday. 

Keith Elliott. Hercules' 
chairman, pulled out yester- 
day. saying any offer above 
205p “would be at a level 
where the risk of delivering 
meaningful value to Hercules’ 
shareholders from the pur- 
chase of Allied Colloids 



becomes intolerable". He 
returned to the US after call- 
ing to congratulate Allied and 
Ciba. 

Shares In Hercules rallied 
from $46& to $47% while 
Allied's rose lftp to 20 Ip as 
Ciba bought heavily to 
increase its 4.5 per cent stake 
to more than 17.5 per cent 

Mr Meyer, for whom this is 
the first sizeable acquisition 
since Ciba's spin-off from 
Novartis last March, said the 


group analysed the entire 
SlOObn speciality chemicals 
market before settling on 
Allied. 

He said Allied offered high- 
growth potential, a reputation 
for innovation and technologi- 
cal leadership, and better 
profit margins than Ciba's cur- 
rent average. Allied'6 projected 
19 per cent margins in 1998 
compare to about 10 per cent 
at Ciba. 

Mr Meyer added: “This 


makes sense strategically and 
financially. It will take a 
moment for the market to fully 
assess the attractions and 
prospects of this business." 

Analysts said Allied had 
attracted bid interest because 
of its strong market share in a 
niche industry. Four-fifths of 
its business is in water treat- 
ment additives, which have 
benefited from increasingly 
tough environmental require- 
ments. 


David Farrar. Allied's chief 
executive, will join Ciba's exec- 
utive committee, and become 
president of its new sixth divi- 
sion. which u-ill be based in 
Bradford in northern England. 
Ciba said it will not close or 
sell any of Allied's businesses. 

Ciba was advised by Credit 
Suisse First Boston. Allied by 
Schroders, and Hercules by- 
Deutsche Morgan Grenfell. 
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Samsung plans to focus on core interests 
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By Stefan Wagstyl, 

Industrial Editor 

Samsung, the South Korean 
conglomerate, yesterday 
announced plans to get out of 
unprofitable businesses and 
turn itself into a focused inter- 
national group with Its 
accounts prepared to global 
standards. 

In the most radical corporate 
response so far to the Korean 
economic crisis. Samsung will 


abandon many of the policies 
on whlcb the leading Korean 
chaebol have traditionally 
based themselves. 

But analysts warned the 
group's announcement was 
aimed at deflecting criticism of 
Korean companies rather than 
tackling deep-seated financial 
and commercial problems. The 
plan would achieve little 
unless the proposed cuts were 
quickly and properly imple- 
mented. Last year Samsung 


had an estimated turnover of 
WS4.000bn ($52bn). 

It plans to focus on “three or 
four major industries” instead 
of pursuing diversification as 
Korean companies have done 
for the past 30 years. 

One area of focus will be 
electronics, the group's biggest 
business. It will work towards 
floating Samsung Electronics, 
the electronics operation. on 
the New York Stock Exchange 
in about 2002. Samsung did not 


specify which other businesses 
it would retain but is expected 
to hold on to its finance 
operations, its second largest 
activity. Its other large 
operations include chemicals, 
machinery and motors where 
it has invested heavily. 

The group said it would sell 
non-core assets to overseas 
investors or set up strategic 
alliances with international 
companies. 

To improve financial trans- 


parency, Samsung will next 
year require all affiliates to 
produce consolidated accounts 
to international standards. At 
the same time, it will abolish 
all group-wide debt guaran- 
tees. It will also reduce its 
debt-to-equity ratio from 267 
per cent last April to 150 per 
cent within five years. 

Foreign executives will be 
recruited at director level 
to help internationalise the 
company. 


IV 

i VW sticks with $3bn Brazilian investment 


By Geoff Dyer n S3o Paulo 
and Henry Tricks 
in Mexico City • 

Volkswagen, the German car- 
maker, is to maintain a $3bn 
investment programme in Bra- 
zil over the next four years 
despite warning of potentially 
huge overcapacity in the Bra- 
zilian market. 

Herbert DemeL, president of 
Volkswagen South America, 
said the recent slump in car 
sales in Brazil caused by the 
Aslan economic crisis had not 
prompted the company to 


alter its investment plans. 

He added that if carmakers 
went ahead with all the 
investments already 
announced there would be 
overcapacity of M at least 20 
per cent" in the market 

“We have to invest so that 
we do not lose onr leadership 
position in the market." he 
said. 

Economic stabilisation has 
led to a boom in car sales in 
South America in recent years 
and has prompted huge invest- 
ments from leading car- 
makers. The industry is com- 


mitted to invest a further 
|20bn in Brazil alone over the 
next four years. 

With growth opportunities 
limited in the US. Europe and 
Japan, carmakers view South 
America as one of the markets 
with the greatest potential, 
alongside China and India. 

They have also been 
attracted by a favourable tar- 
iff regime which sets import 
duties at 35 per cent for com- 
panies with local production, 
but at about 60 per cent for 
those with no production. 

However, while demand is 


expected to rise to 2m-2.5m 
cars a year in Brazil, capacity 
is likely to rise to 3m. Rela- 
tively high production costs 
make significant exports from 
Brazil unlikely. 

“This will create competi- 
tion which could break some 
companies," said Mr Demel. 

Pears about overcapacity 
have been exacerbated by the 
fall-out from the Asian crisis, 
which prompted the Brazilian 
government to nearly doable 
interest rates and raise taxes 
to defend the currency. Car 
sales fell by about 40 per cent 


in November and December. 

Mr Demel expected 1998 
sales to be 10-15 per cent 
below the record level set last 
year. 

He said the $3bn would be 
spent on completing a new 
factory in Curitiba, moderni- 
sing the Sao Bernardo factory 
and introducing new Audi and 
Golf models. 

Meanwhile, VW’s Mexican 
subsidiary said that following 
a 43 per cent surge in vehicle 
sales last year to 73,600, it is 
targeting 1998 sales of 130,000 
vehicles. 


By Andrew Edgecflffe-Johnson 
in London 

Lonrho, the restructuring 
conglomerate, which reports 
full-year results today, has 
ruled out a full-blown takeover 
of JCL the South African min- 
ing group, in favour of pursu- 
ing the acquisition of only two 
of its assets for about £300m 
fS4S9m). 

It Is understood Lonrho 
wants to bid for the 26.1 per 
cent stake in Lonrho which 
JCI is due to acquire from 
Anglo American, the South 
.African reining giant. 

South African analysts said 
this buyback, probably at a 
modest premium to the cur- 
rent S7p share price, would 
remove a block of shares that 
has overhung Lonrho since 
Tiny Rowland, its former chief 
executive, joined the company 
more than 30 years ago. 

Lonrho is also thought to be 
negotiating to buy JCl’s Tavis- 
tock colliery for less than the 
originally mooted Rl.Tbn 
(5340mi. Any such deal would 
be done through its 61 per 
cent-owned subsidiary. Duiker 
Mining, which may have to 
contend with interest from 
Gold Fields Coal, 

The revised plans still 
depend on a planned asset 
swap between JCI and Anglo, 
and may be derailed by price 
negotiations. The swap may be 
agreed within two weeks. 
Some JCI shareholders are 
said to oppose it 

Anglo, forced to dispose of 
all or most of the Lonrho stake 
by the European Commission, 
would receive JCI's Western 
Areas and HJ Joel gold mines 
in return for the stake and 
some cash. Lonrho is believed 
to have proposed a JCI take- 
over in excess of £400m at 
between R24 and R26 per share 
last month. 

That compares with a JCI 
share price of R54 1 /* slightly 
more than a year ago. when 
Mzi Khumal o, JCI’s chairman, 
took control of the company 
from Anglo. The fall in JCI’s 
share price since has soured 
what had been seen as a 
ground-breaking deal for the 
“black empowerment" move- 
ment. By Lonrho’s plan. JCI 
would be left with cash, a 
small chrome business, a dis- 
pute about shares in Southern 
Mining Corporation, and the 
Randfontein gold assets, which 
may go to Brett Kebble, a JCI 
director. It is unclear whether 
JCI would then break up and 
distribute proceeds to share- 
holders or reinvest. 


Effects of Asian crisis vary 
for US computer companies 


By Kficholas Denton 
in San Francisco 

Compaq Computer reported 


would miss earnings forecasts 
by even more than It did, rose 
1% to trade at 47%. 
Technology companies such 


quarterly earnings ahead of as 3Com and Oracle, which are 


^Annual reports sendee 2B£7 FTSE Actuaries share htflces 28 
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Chief price changes yesterday 
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Wall Street expectations yes- 
terday while Texas Instru- 
ments fell short, demonstrat- 
ing the different effects of 
Asia's economic crisis on the 
US technology sector. 

Compaq, a computer maker 
which both buys components 
and sells finished products in 
the region, said earnings in the 
quarter just ended were equiv- 
alent to 84 cents a share - a 
penny above what analysts 
expected. 

TL which competes with 
Aslan manufacturers of 
computer memory,, disclosed 
earning s per share of 55 cents 
evelniiing charges, disappoint- 
ing Wall Street analysts who 
bad forecas t 59 cen ts on 
average, according to First 
CaH 

In the wake of the results, 
Compaq shares rose 1% to 31 H. 
TL which investors had feared 


heavy net exporters to Asia, 
have suffered from the region’s 
economic uncertainty, as have 
component makers such as 
Seagate, the disk drive manu- 
facturer, which compete 
against Asian manufacturers. 

Computer makers such as 
Dell Computer and Compaq 
Computer, which are net 
importers from Asia, have ben- 
efited. Less than nine per cent 
of Compaq’s revenues come 
from Asia, outweighed by its 
purchases of components such 
as disk drives and computer 
memory made in the region. 

- Compaq said sales In Japan 
fell 16 per cent between 1996 
and 1997. It expected to over- 
come weakness in Asian rear , 
kets through growing demand 
elsewhere for servers and 
workstations, computers used 
to co n trol corporate networks 
and crunch numbers. 


Compaq’s gross margins 
improved to 27.6 per cent in 
the fourth quarter in part 
because of Asian currency 
depredation. 

"Component prices did go 
down and they will go down 
again, ” said Earl Mason, Com- 
paq chief financial officer. "If 
[price cutting by Asian suppli- 
ers] continues, this could get 
more important to us." 

However, Asia’s problems 
contributed to TTs shortfall. 
The company said unit prices 
for D-Rams dropped about 40 
per cent between the third and 
fourth quarters of 1997, 
depressing total earnings by 
some six cents a share. 

TI said orders were S2.19bn, 
down from $2.42bn a year ear- 
lier, due to lower D-ram prices 
and customer caution over the 
Aslan economies. It too was 
exercising "near-term 
caution”. 

TI reported a net loss for the 
quarter of 1285m, or 73 cents 
per diluted share, after 
accounting items. 
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Microsoft up to third in FT 500 


By Martin Dickson 
in London 

Shares in Microsoft performed 
so strongly last year that the 
US computer software giant 
leapt from 12th to third posi- 
tion in the FT Global 500, the 
paper's annual' table of the 
world’s largest companies, 
which is published today. 

For the second year run- 
ning, General Electric of the 
US was the world’s biggest 
company, ranked by market 
capitalisation, with a value of 
$223bn. Europe’s largest com- 
pany. Royal Dntch/Shell, 
ranked second witb a capital- 


isation of 91911m. 

Microsoft, with a capitalisa- 
tion of $160bn, led a general 
rise up the rankings by US 
computer-related companies, 
underlining America’s domi- 
nance of the sector. Intel, the 
chip manufacturer, ranked 
6£h, with International Busi- 
ness Machines in 11th posi- 
tion. Dell Computer had one of 
the largest jumps, rising from 
491 to 89. 

Japanese companies 
dropped sharply down the 
rankings, reflating the coun- 
try’s economic difficulties. 
Nippon Telegraph & Tele- 
phone, which two years ago 


headed the Global 500, fell 
from fourth to seventh. 

The most prominent Euro- 
pean newcomer was Novartis, 
the Swiss drugs company 
formed from the merger of 
Ciba and SajQd02, which 
ranked second in Europe and 
10th in the world. 

The strong performance of 
UK banking stocks was 
reflected In rises for HSBC 
Holdings, the third largest 
European company, and 
Lloyds TSB, the seventh big- 
gest 

FT 500, separate section 
Microsoft court battle. Page 11 
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Higher-than-expected charge following acquisition of McDonnell Douglas 


$1.4bn charge to 
put Boeing in red 


By Michael Skapinker, 
Aerospace Correspondent 


Boeing, the world’s largest 
aircraft maker, said yester- 
day it would take a fourth- 
quarter charge of Sl.4bn 
before tax following its 
acquisition of McDonnell 
Douglas and that it would 
report a net loss both for the 
quarter and for 1997. 

The loss for the year, 
which will be announced 
next week, is the first for at 
least 40 years. Boeing said 
financial records to hand, 
dating back to 1959. show 
net profits every year until 
1997. 

The charge, which was 
higher than expected by ana- 
lysts. follows Boeing's valua- 
tion of the civil aircraft 
assets and programmes of 
McDonnell Douglas, which it 
acquired last year. 


Boeing has said it would 
stop manufacturing the 
McDonnell Douglas MD-80 
and MD-90 aircraft next year 
and would produce the trijet 
MD-11 primarily as a 
freighter. 

It will, however, go ahead 
with the planned 100-seat 
MD-95. which has been 
renamed the Boeing 717. 

The provision follows a 
$1.6bn charge that Boeing 
took in the third quarter to 
take account of the disrup- 
tion to aircraft production 
caused by a steep increase in 
aircraft orders. 

The production difficulties 
led Boeing to suspend the 
manufacture of some of its 
aircraft for 20 days last year. 
Philip Condit, chairman, 
said last year that the dis- 
ruption to production would 
cost Boeing a further Slbn in 
1998. 


The takeover of McDonnell 
Douglas created the world’s 
biggest aerospace and 
defence company. Boeing's 
aim in making the acquisi- 
tion was to gain control of 
McDonnell Douglas’s exten- 
sive defence operations 
rather than its civil aircraft 
programmes. McDonnell 
Douglas was the world's big- 
gest matter of militar y air- 
craft. 

Mr Condit said that the 
new defence business would 
provide Boeing with earn- 
ings when civil aircraft pro- 
duction turned down. 
McDonnell Douglas had 
slipped to a distant third 
place in civil aircraft produc- 
tion. behind Boeing and Air- 
bus Industrie, the European 
consortium. 

Boeing argued before the 
European Commission that 
the McDonnell Douglas civil 



Turbulence; Steep Increase in aircraft orders led to production difficulties last year 


aircraft programme would Boeing and Airbus dis- consortium won more than 
add little to its own products agree over which mannfac- 40 per cent of orders 
and that airlines would still torer took more aircraft worldwide last year 
have a choice of buying orders last year. compared with 58 per cent 

either Boeing or Airbus air- However, even on Boeing’s for the US-based 
craft own figures, the European manufacturer. 


Paper recovery stalled by Asia crisis 


By John Authers in New York ||g paper Companies 


The Asian currency crisis 
appears to have thwarted a 
recovery by US paper compa- 
nies in the final quarter of 
last year. Most of the largest 
companies in the sector 
announced drastic cut-backs 
last year and were beginning 
to see an improvement in 
earnings. 

The sector entered 1997 
predicting a rebound on the 
back of improved commodity 
prices. But the recovery 
came later than expected 
and was severely dampened 
by developments in Asia. 
Most companies reported sig- 
nificantly worse results for 
1997 than for 1996. while 
sales remained stagnant. 

Weyerhaeuser yesterday 
reported fourth-quarter prof- 
its of $103m, before taking 


Results lor year ended December 31 1997 


Company 

Net *31 

niiuas 
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1997 

1996 

1997 
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Sm 

Sm 

$bn 
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Boise Cascade 

' 130.4) 

9-1 : . 



Champion Int’l 

(5-«L5) 

141.3 

5.7 

5.88 

International Paper 

(151.0} 

303.0 .• 


, au 

Weyerhaeuser 

351D 

463.0 

'•11 .2 

11.1 


Scarso- Ccmoanae 


into account a special charge 
of $15m for the cost of clos- 
ing an Oregon saw mill. This 
compared with a profit of 
S98m for the same period of 
1996. 

Sales for the year 
increased only marginally, 
from Sll.lbn to $I1.2bn, 
while net earnings slipped 
from $463m to $35 lm before 
charges. 

The company said the 


packaging and paper mar- 
kets had continued to 
improve in each quarter of 
the year, but pulp markets 
weakened in the final quar- 
ter owing to a decline in 
demand from Asia. 

Champion International, 
which bad announced a 
$552m charge in the third 
quarter, reported fourth- 
quarter net income of $32m. 
up from $10m in the equiva- 


lent period of 1996. The com- 
pany's paper business 
reported operating profits of 
Sl41m for the year, less than 
half the previous year's 
8290m. 

Lower lumber prices in 
North America meant 
fourth-quarter profits for 
wood products were S13zn. 
down from $36m in the 
equivalent quarter. 

Boise Cascade announced 
net profits of $7_2m for the 
fourth quarter, up from 
82.1m in the same quarter of 
1996. The company said the 
weighted average price of 
the paper it sold during the 
quarter was 828 per ton. a 5 
per cent increase on the 
third quarter. 

The figures followed last 
week's pgrntngs results from 
International Paper, the 
largest US paper company. 


which said pulp profits had 
been adversely affected by 
the situation in Asia. 

Most of the leading compa- 
nies in the sector are now 
trading about 25 per cent 
below highs set before the 
Asian financial turmoil 
started. Weyerhaeuser had 
traded above 862 in Septem- 
ber and is now trading below 
S50. International Paper, 
which set a high above $60. 
was trading below 846 yes- 
terday. 

Georgia Pacific, which is 
due to report results next 
week, has suffered the sec- 
tor’s most d ramat ic d ecline 
in share price, falling from a 
high above $106 to a low last 
week of $53. However, this 
movement was complicated 
by its decision to float its 
timber interests in a sepa- 
rate stock last month. 


to make 

2,700 

redundant 


By Scott Morrison 
in Toronto 


El Salvador 
sell-off success 


Refining 

recovery 

lifts 


By James Wilson 
in Panama City 


El Salvador has raised S586m 
in electricity privatisation, 
auctioning four state distri- 
bution companies to interna- 
tional bidders. 

The amount raised was 
above expectations and was 
seen by El Salvador as a vote 
of confidence by foreign 
investors. 

AES Corp. of the US. 
Emel of Chile, and Vene- 
zuela's Electricidad de 
Caracas, bidding through 
local subsidiaries, won 
the auctions for minimum 
75 per cent stakes in the dis- 
tributors. which are region- 
ally based but will be 
allowed to compete nation- 
wide. 

Enersal CA. a subsidiary 
of Electricidad de Caracas, 
won two of the companies 
offered, paying a total of 
8297m for Co mpaftia de 
A] iimb rad o Electrico de San 
Salvador (CAESS) and 


Empresa Electrica de Ori- 
ente. 

Emel's subsidiary Electric- 
idad de Centroam&rica paid 
8180.1m for the Del Sur com- 
pany. while AES’s winning 
bid for the Compania del Luz 
Electrico de Santa Ana was 
SlQ9m. 

Employees who had earlier 
bought up to 20 per cent of 
the shares in each company 
have seen their holdings 
increase in value. The other 
5 per cent of the shares in 
each company will be sold in 
a public offering. 

CAESS and Del Sur. which 
covers San Salvador, the 
capital, and surrounding 
areas, were considered the 
most attractive targets and 
had the best take up of 
shares among employees. 

El Salvador was advised 
on the sale by Dresdner 
Kleinwort Benson. 

Further sales of state dis- 
tribution companies are 
expected this year in Gua- 
temala and Panama. 


Exxon 


By Richard Waters 
in New York 


Alcan doubles 
net income in 
final quarter 


This notice U is&ued in compliance with the requirements of the London 
S tod Exchange. Application bus been nude W die Loodon Stock Exchange 
for the Senes A PERQS based on die pnce of 2?p Ordinary Shares of 
Safeway pic i "Safeway Ordinary Shire,") raoed by Morgan Stanley 
Equity i Cl. i Limned and guarant e ed by Morgan Stanley, Dean Wider. 
Discover & Co. to be admitted 10 the Official List. Ir does not constitute an 
offer or invitation <o any person to subscribe for or purchase any shares. It is 
expected dial Listing will become effective and that dealings in ihe Series A 
PERQS based on the price of Safeway Ordinary Shares will commence on 
Janaary a, 1998. 
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MORGAN STANLEY, DEAN WITTER, DISCOVER & CO. 
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£5,000000. 

Cnpie< of dir hiring particular* are available for collection from ibe 
Company Announcements Office of (he London Stock Exchange. London 
Slock Exchange Toner. Cape l Corn Ent rance , off Bartholomew Lane. 
Loudon EON 1 HP during normal business hour* for ibe two busmens days 
commencing with die dale of (his formal notice and during normal business 
hour* on January 22. 1 998 and up to and including February 5. 1998 from; 


Listing Agenn Transfer and Redemption Agent 

Morgan Stanley Securities Limned Morgan Guaranty Trust Company 
25 Cabol Square of New York 

Camay Wharf 60 Victoria Embankment 

London EM dQA London EC4Y0JP 


Dated: January 22. 1998 


Exxon yesterday staked a 
claim to being the most 
profitable company in the 
US for the second year run- 
ning as it announced after- 
tax earnings for 1997 of 
$8.64bn, an increase of 13 
per cent on the year before. 

The advance was led by a 
recovery in the energy 
group’s refining and mar- 
keting operations in both 
the US and overseas. This 
more than offset lower earn- 
ings from exploration and 
production following the 
slump in oil prices. 

Exxon's $7.51bn of net 
income in 1996 topped the 
$7.28bn earned in the same 
year by General Electric, 
though its figures were flat- 
tered by 8535m of non-recur- 
ring tax credits. General 
Electric has yet to report 
. earnings for 1997. 

Lee Raymond, chairman, 
said last year’s improve- 
ment was based on better 
profit margins in down- 
stream refining and market- 
ing, higher sales volumes of 
both petroleum products 
and chemicals, and lower 
unit operating expenses. 

The company’s upstream, 
or exploration and produc- 
tion, earnings fell by 13 per 
cent in the latest quarter, to 
$1.4bn, and by 8 per cent in 
the year as a whole, to 
S4.7bn. The greater decline 
at the end of the year 
reflected oil prices that were 
on average $5 a barrel lower 
than a year before, against 
an average decline of $1.50 a 
barrel for the year. 

However, the lower crude 
oil prices led to lower input 
costs for Exxon's down- 
stream operations, leading 
to a recovery in earnings in 
that division. For the quar- 
ter, refining and marketing 
earnings rose from S253m to 
8638m. Full-year earnings 
Jumped to nearly 82.11m, 
from $885m. 

Lower feedstock costs 
pushed earnings from 
Exxon's chemicals 
operations up 28 per cent in 
the quarter to 8316m. and 
up 14 per cent in the whole 
year to $l-2bn. 

The advances pushed 
earnings per share before 
the one-off credits to 89 
cents in the quarter, from 84 
cents a year earlier. The per- 
formance was better than 
expected and lifted the com- 
pany’s stock to S61& yester- 
day morning, a rise of $£. 


By Kenneth Gooding, 
Wrung Correspondent 


Alcan of Canada, the world's 
second biggest aluminium 
producer, more than doubled 
net income in the fourth 
quarter to US$146m, or 63 
cents a share, well ahead of 
expectations. 

However, Jacques Bougie, 
president, warned that the 
slowing of Asian economies 
was affecting global demand 
for aluminium, which would 
mean the recent deteriora- 
tion in aluminium prices 
was unlikely to be reversed 
in the near term. “But 
demand for Alcan’s fabri- 
cated products continues to 
be strong in North and 
South America and Europe.” 
he said. 

“Alcan's operating earn- 
ings continue to improve 
and substantial steps have 
been made towards achiev- 
ing our strategic objectives." 

Analysts said the alumin- 
ium industry was giving 
mixed messages. Aluminum 
Company of America, the 
biggest group, last week 
reported results well below 
expectations but insisted the 
Asian turmoil had had little 
impact on its earnings. 

Reynolds Metals, the third 
largest aluminium company, 
on Tuesday reported a 
strong fourth quarter and 
said it would rest a rt some 
idled capacity because it 
expected strong demand 
growth for the metaL. 

But Suresh Thadhani. 
Alcan chief financial officer, 
said there were no plans to 
reactivate idled capacity in 
the US and the UR until 
there was an improvement 
in the outlook for demand. 



Jacques Bougie: Sights set 
on earnings over three years 


Alcan's fourth quarter 
included an extraordinary 
gain of 817m, or 7 cents, but 
even before this gain the 
result was ahead of analysts’ 
forecasts. The gain came 
from the sale of part of a 
power contract to the British 
Columbia electricity utility. 
B.C. Hydro. 

Mr Bougie estimated the 
group had achieved about 
one third of its target of 
improving on 1996 earnings 
after tax, by $300m annually 
in three years. 

Alcan's full-year net 
income increased by 18.3 per 
cent to $485m. or $2.09. The 
improved earnings reflect 
higher sales volumes - ship- 
ments were up from 2.6m 
tonnes to 2_83m tonnes - but 
income from fabricated prod- 
ucts in US dollar terms was 
hit by weaker European cur- 
rencies. 

Sales in the quarter rose 
from Si.8bn to $l-95bn and in 
the Full year were up from 
$7.6bn to $7.78bn. 


MacMillan Bloedel, 
Canada's largest forest 
products company, is to cot 
20 per cent of its workforce 
as part of a re str uc turin g 
aimed at reducing costs and 
increasing efficiency. 

The company, which 
posted a cumulative CS17m 
(US51 1-fini) loss daring the 
first three-qnarters of 1997, 
said it would recommend to 
its board that it take a “very 
significant” charge to reflect 
its re structurin g costs and 
write down certain assets to 
market values. 

It refused to disclose the 
cost of the restructuring. 

As expected, the group 
said its solid wood division 
would remain a core 
business, though it would 
focus on higher grade 
products. 

It said It would sell its 
groundwood paper division 
as well as some of its 
paperboard operations. ' 

It could also spin off its 
US packaging division to 
position it far a merger or 
an initial public offer- 
ing. 

The Canadian company 
said it would adjust to a 
decline in Japanese demand 
for structural lumber by 
reducing its exposure and 
changing its product mix to 
better serve other markets. 

Employment at the 
group’s solid wood division 
would be cut by 30 per cent 
as it restructured its logging 
operations to improve 
productivity. 

The restructuring plan 
follows a three-month 
operational review 
announced by Thomas 
Stevens, the recently 
appointed chief executive 
who was brought in to 
shake up the ailing group. 

In the December issue of 
the company’s newsletter, 
Mr Stevens warned redun- 
dancies were imminent and 
said MacMillan Bloedel 
employees had “given up." 

“We’re worth more dead 
than alive. Some one could 
get more value breaking the 
company up and selling the 
assets than running it as it 
is," the chief executive 
wrote. 

Proceeds from any divest- 
ment would be used to 
reduce corporate debt, fund 
investments or to return to 
shareholders when appropri- 
ate. 

Most of the 2,700 Job cuts 
would be completed in the 
first quarter this year, while 
sales of the company’s non- 
core assets would take place 
as quickly as is advanta- 
geous to shareholders, said 1 
the company. 


AMERICAS NEWS DIGEST 


BankAmerica 


BankAmerica, the fourth largest US.bank, lost 8218m. in 
Asia last sear, it revealed yesterday-as quarterly.eamings 
announcements continued to reveal that financial turmoil 
in the region hatHfented U& banks’ profits. Its-loss in 
Asia, following a profit of ^224m in tiie region in 1996, - 
meant total eamingv r prtxtfte thft-US~ were only 8140m. - 
down from $478m, while the company's total net income 
ramp In up fro m $9.:fl7frn ‘ _ J ;>J .. 

Like other banks/ Bank America demonstrated it could - 
easily withstand its Asian problems. It announced it had 
cross-border exposures bf$684m to Indonesia, $2.8Sbn to . 
I South Korea, and ffewrn to Thailand; thetbree ■ 

1 covered hy^pedalfoterhatiohal Monetary. Fund arrange- 
ments- Its resnltg’.were in line with expectations, and 
meant the bank regjstsffed healthy growth, for the year. 

Net income for the year was .up 12 per cent at$L21bh. . ■ 
Income for the fourth quarter^ dented by Asian problems, 
was stiff up 9 per cent on the finuth quarter of 1996 at 
8812m. •_ ' ./-•• ' ••• 

David Coulter, chief executive, said: “I feelccmfWeni . 

that we have the risk management processes in place at 
BankAmerica to deal.with current and future market fluc- 
tuations. Our loan. I066 reserves axe nearly four times tihe 
level of nan-accrual assets.” John Aiohers, New York 


worldwide last year 
compared with 58 per cent 
for the US-based 


■ TH-ECOMMUNtCATldNS , . 

Combined profits rise at Telebr&s 


Telebras, Brazil’s go ve r mnmrt-contndledtBleciapis holding . 
company, released results far its 28 operating subsidiaries 
showing combined net profits for 1997. of RffLBZbn - 
(USS3.18bnXup from R$2.73bn in 1996. The most profitable 
company was Telesp, which covers thestate of S&o Paulo, 
where profits rose from R$812ftm to R$L14bn. At Embra- 
tel the long distance and International operator, profits 
rose from R$40&2m to R$S0&2m; at Telemig; in Minas Ger- 
ais state, from R?2543m to R$3SL4m; and at Teleij, in Rio 
de Janeiro, from R$64J2m to R8254.7UL 
Fernando Xavier Ferreira. Telebrds president, said the 
figures reflected investments in modernisation and expan- 
sion of local networks, particularly in Rio de Janeiro. Con- 
solidated results for the holding company would, be pub- 
lished next week. Jonathan Wheatley, Sdo Paula 


BANKING 


First Union disappoints 


First Union, the sixth largest US bank, published earnings 
substantially below the level expected by analysts, accord- 
ing to research group First CalL Operating earnings rose 
from $19bn in 1996 to $2.1bn in 1997, mainly because of a 
30 per cent increase in non-interest income. It took a spe- 1 
rial charge of 8194m to cover its acquisition of Virginia- 
based Signet Banking. 

During the fourth quarter. First Union recorded net - - 
income of 8519m. before a 8157m after-tax restru cturing 
charge was taken into account This was a 5 per emit 
increase over the fourth quarter of 1996. The bank also 
expects to complete its record $16bn acquisition of Core- 
States Financial later this year. 

In a bad session for the banking sector in general, 
BankAmerica slipped $2. or almost 3 per cent to $67 A in 
early trading, while First Union tumbled more than 6 per 
cent off $3 at $46&. John Anthers 


■ TRANSPORT - 

Travel demand lifts airlines 


Three US airlines reported big profit increases yesterday, 
helped by strong demand in the air travel market, fare 
increases and sharp declines in fuel prices. Robert Cran- 
dall, chairman and chief executive of AMR, parent of 
. American Airlines, called it “a very satisfactory quarter" 
capping "a generally gratifyin g year." 

AMR reported a fall in fourth-quarter net earnings from 
8284m to 8208m. or $233 a share fully diluted, but both 
years' figures were distorted by spetiaHtems. Without 
them, AMR said earnings would have risen by 60 per cent 
to 8195m, or $2.19. 

Delta Air Lines said the quarter's results were its best 
ever, as were those for the calendar year. The quarter's 
net earnings rose by 51 per cent from $125m last time to - 
8190m, or $2.40 folly diluted. 

US Airways reported net earnings of $471. Ira compared 
with $5 .5m a year earlier, but the latest figure Included a 
big tax credit and one-off expenses. Without them, it said 
net profits would have been 8137.5m. or $1.34 a share. 

Richard Tomkins, New York 


SECURfTY SYSTEMS 


Tyco "marginally ahead 9 


Tyco International, the highly acquisitive industrial con- 
glomerate. yesterday announced results for its first quar- 
ter ended December 31 marginally ahead of analysts’ 
expectations. It reported diluted earnings per share, 

before extraordinary items, for the first quarter of 43 
cents, compared with 30 cents in the first quarter of last 
year. Sales for the quarter rosel7 per cent to $2.69bn. 

Tyco said last year's results had been restated to 
account for three takeovers, incl uding ADT, the alarm 
system provider, and are before non-recurring charges 
and extraordinary Items. 

“We continue to benefit from increasing market shares 
and geographic penetration, as well as the broadening of 
our product and sendee offerings,” said Dennis 
Kozlowski, Tyco chairman and chief executive. 

Following a series of acquisitions, Tyco has become the 
world’s largest manufacturer and installer of fire protec- 
tion systems and the largest provider of electronic secu- 
rity services in North America and the UK. 

WUliam Lewis, New York 


ALLOY STEELS 


Record figures for Timken 


Ti mk e n , a global maker of bearings and alloy steels, 
achieved record sales and earnings for the fourth quarter 
and 1997 that beat analysts’ expectations. It said the 
results were helped by new products and integration of 
acquisitions. Fourth-quarter earnings of 76 cents a share 
on net income of $47.6m beat analysts' forecasts of 66 
cents, according to First CalL Full-year 1997 warnings per 
share of 82.73 on net Income of $171. 4m also surpassed the 
consensus of $2.64. Renters, Ohio 


Caterpillar predicts global growth 


By Nikki Tart in Chicago 


Caterpillar, the large 
construction, mining and 
agricultural equipment man- 
ufacturer, warned yesterday 
that industry demand for 
machines in Asia was likely 
to “fall significantly" in 1998, 
as a result of the current 
economic turmoil. 

It estimated that demand 
for engines alone, however, 
should remain “near 1997” 
levels. 

But despite the upheavals 
in that region, coupled with 


slow economic growth in 
Latin America, Caterpillar 
said it currently expected 
worldwide sales to "slightly 
surpass” the 1997 figure. 

"Profit for 1998 is expected 
to be near 1997’s record," it 
said, adding that earnings 
per share would be helped 
by the company's share buy- 
back programme. 

The predictions came as 
the Illinois-based company 
announced after-tax profit of 
$1.67 bn in 1997, up by 22 per 
cent from the previous 
year’s figure. Sales increased 


by 15 per cent, to $18.9bn. 

On an eamings-per-sbare 
basis. Caterpillar made $4^7 
on a fully diluted basis, com- 
pared with $150 previously. 
The results were slightly bet- 
ter than most analysts had 
predicted, and Caterpillar 
shares rose $1% to $46% in 
early trading yesterday. 

In the year to end-Decem- 
ber. Caterpillar said that vol- 
umes grew by 15 per cent 
and that this was the “most 
significant factor” in the 
sales and profit increase. 
The improvement occurred 


both within and outside the 
core domestic market: the 
company said that sales 
within the US were up by 16 
per cent, while sales over- 
seas rose by 13 per cent 

There was a particularly 
strong performance in Latin 
America, where sales 
increased by 38 per cent 

During 1997, the company 
added, the sales decline in 
Asia - put at 3 per cent 
did not have “a material 
effect” on the consolidated 
results. 

In terms of business seg- 


ments, Caterpillar said that 
faster growth came on the 
engines side, where sales 
rose by 21 per cent to 
$4.75 to. 

Sales overall for machin- 
ery increased by 13 per cent, 
to$i3.3bn_ 

Looking at 1990. the com- 
pany indicated that despite 
the slowdown m the Asia-Pa- 
cific region, and “moderat- 
ing growth in the US and 
Latin America", it still 
expected faster growth in 
Europe and the former 
Soviet Union countries. 
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When banks and insurance companies need advice and execution, 
they turn to J.P. Morgan. 

Throughout 1 997 J.P. Morgan was a fop ranked strategic advisor to 
financial institutions globally. We advised on $85 billion of 
announced deals including the two largest bank deals in US history. 
We also advised on $40 billion of successfully completed deals 
including the largest ever cross-border banking deal in Europe. In 
Europe we were the number one advisor on completed banking and 
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insurance transactions while in Latin America we reinforced our 
position as. a key advisor to financial institution clients. 

As the financial services industry grows, consolidates, and 
converges, banks and other financial institutions need an advisor 
they can trust to offer objective analysis, sound business advice, 
and strong execution. Few firms know the industry better than 
J.P. Morgan, or are better equipped to offer their clients more. 
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JPMorgan 


strategic advice • mergers & acquisitions • debt Sc equity capital raising * swaps & derivatives • credit arrangement & loan syndication • sales & trading • asset management 

91W0J.P. Mofgtm'a Coi hvotporevL JF. Magus Sacurfftu Inc., Mcngan Guanmt/TmV Coapany of New Vbikor J.P. Morgan & Cle SA acted e» otMwan these transaction*. JJ*. Morgan Securities Inc., member SPC, and Moigvi Guaranty Trial Company of New itoifc me nsgulated by ihe SFA. J.P. Morgan h die mattering name far J.P. Morgan & Co. 
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HK telecoms shake-up under attack 


By Louise Luces in Hong Kong 


Hong Kong's steps towards 
deregulation of the telecoms sector 
have come under attack from poli- 
ticians and industry executives 
who claim it protects domestic 
operators from foreign competition. 

On Tuesday the Hong Kong gov- 
ernment announced that Hong- 
kong Telecom, which holds the 
monopoly for direct-dial interna- 
tional calls, had agreed to surren- 
der its fran chis e six years early in 
return for HK$6.7bn (US$866m) in 
cash and other compensations. 

Deregulation is to come in two 


phases. From January i next year 
international simple resale (1SR) 
will be permitted, allowing opera- 
tors to lease circuits from Hong- 
kong Telecom and to sel!-on capac- 
ity. The following year groups will 
be allowed to set up their own 
infrastructure. 

However, the second phase will 
only be opened to holders of fixed- 
line licences. As things stand, this 
would restrict competition to the 
existing Hong Kong operators: 
Hutchison Telecom, Wharf New 
T&T and New World Telephone. 

Stephen Liddell, president of 
WorldCom Asia Pacific, said this 


would go against the spirit of the 
World Trade Organisation, whose 
call for free and open competition 
prompted Hong Kong to end the 
IDD monopoly ahead of schedule. 
“These licences are only being 
granted to the existing cartel," he 
said. 

He added that WorldCom, which 
is expanding throughout Asia, 
would be working with the Hang 
Kong government to emphasise the 
need for foreign participation. 

"The moratorium on new fixed- 
line operators ends this summer, 
so we are hoping further licences 
will be granted. But if not, we win 


clearly have a cartel situation, 
with only licences handed out to 
these Hong Kong companies, 
which is not in the spirit of compe- 
tition end open and free trade and 
would exclude us from the market- 
place.’' 

The telecoms accord has to be 
endorsed by the territory's legisla- 
ture. Approval is expected to be 
forthcoming despite rumblings 
from politicians. 

Members of the pro-business Lib- 
eral Party welcomed the moves 
towards liberalisation and greats: 
competition, but said the party 
would scrutinise the reasons 


behind the HK$6.7bn pay mart. 

The Democratic Party, which js 
excluded from the current legisla- 
ture, said it oppose d the deal and 
that the cash payment canid not he 
justified given monopoly profits 
earned in the past by Hongkong 
Telecom. 

Industry nfWrtais have also ques- 
tioned the government's derision 

to give Hongkong Telecom an 

effective nine-mouth grace period- 
in which to prepare fix- competi- 
tion. This, they say, wiD give the. 
telecoms giant time to establish a 
strong foothold in the market 
before other op e r a to rs can enter. 


UK wafers group 
stakes Asian claim 








Laporte Electronics is taking on the Japanese 
by opening a US$25m plant in Taiwan 


'--H. *-\*v :•& 


L aporte Electronics 
aims to secure its 
dominant position in 
reclaiming silicon wafers 
used in the microchip indus- 
try by taking on its Japanese 
competitors in their own 
backyard. 

"In three to five years 
time, Taiwan will probably 
be the leading place in the 
world for 300mm [12-inch] 
wafers." says Michael Bun- 
ney, president for Asia and 
Europe of Laporte Electron- 
ics. The local wafer indus- 
try is keen to have reclaim 
services on its doorstep." 

Wafer reclaim is the pro- 
cess of polishing and 
cleaning wafers used to test 
the machines that make 
semiconductors so they can 
be reused. 

With a US$25m Taiwanese 
plant due to come on line in 
August next year, the elec- 
tronics aim of the UK speci- 
ality chemicals and perfor- 
mance materials group is 
staking a claim in Asia, 
which is do mina ted by Japa- 
nese wafer reclaim compa- 
nies. Laporte is already the 
leading wafer reclaim con- 
cern in the US and Europe. 

Taiwan ranks fourth 
behind Japan, the US and 
South Korea in outpnt of 
Integrated circuits, but it is 
growing the fastest and is 
expected to overtake Korea 
for the number three spot 


next year. The island has 18 
200mm wafer fabrication 
plants, or tabs. In operation 
and four others are to start 
production in 1998. 

Wafer reclaim is growing 
in importance as the size of 
the silicon wafers which 
serve as a platform on which 
semiconductor chips are 
built becomes larger. The 
next generation of wafers 
will be 300mm. or 12 inches, 
in diameter. Most wafers 
now made in Taiwan are 
200mm. or eight inches, in 
diameter. 

“In the past, wafer reclaim 


‘As wafers get 
bigger, the 
economics 
demand 
chipmakers use 
wafer reclaim — or 
they won’t be 
cost-competitive’ 


was a niche business. But 
now, as wafers get bigger, 
the cost economics demand 
that chipmakers use wafer 
reclaim - or they won't be 
cost competitive,” says Mr 
Buxrney. 

The cost of a new eight- 
inch test wafer is about 
US$100. In starting up pro- 


duction at a fab, large num- 
bers of test wafers must be 
used to ensure the equip- 
ment is running properly. 
Initially, often more test 
wafers are used than prod- 
uct wafers. Through reclaim, 
up to TO per cent of wafers 
can be reused as test wafers. 
On a fab with capacity of 
20.000 to 25,000 wafers a 
month, reclaim can save a 
company US$1 0m a year. Mr 
Bunney says. 

Laporte’s Taiwan plant 
will be in a new science park 
in the southern city of 
Tainan, modelled after the 
successful Hsinchu science 
park established in northern 
Taiwan in 1980. The new 
plant will be completely 
automated, with robots mov- 
ing wafers through the 
reclaim process, and will 
employ 100 people. 

Laporte has a TO per cent 
market share in Europe and 
a 30 per cent share of the US, 
but until now no presence in 
Asia. With wafer reclaim 
becoming more important to 
the chipmaking industry, 
more companies are trying 
to get into the business. But 
there will be a shakeout in a 
few years, predicts Mr Bun- 
ney, with the stronger 
groups prevailing. 

Having a plant in Taiwan 
will give Laporte an advan- 
tage over Japanese competi- 
tors such as Hamada and 
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A worker at Laporte, the leading wafer reclaim group In Europe and the US Toyaw^ 


Mimatsu, because Taiwanese 
companies have had to go 
through the costly and 
time-consuming process of 
sending their wafers offshore 
for rec laim . 

A number of Taiwanese 
companies are planning to 
enter the reclaim business, 
but none has the experience 
and technological capabili- 


ties of Laporte or its 
Japanese counterparts. 

As the sector grows and 
groups jostle for position, 
prices for reclaim are going 
down. In the past year, the 
price for reclaiming one 
eight-inch wafer has fallen 
from US$40 to US$30. 
Laporte seeks to link up 
with prime wafer -makers - 


those who mnkp the silicon 
raw material - to develop 
technology for the next gen- 
eration of 300mm wafers. 

The company is also seek- 
ing to forge alliances with 
Taiwanese chipmakers to 
lock in a customer relation- 
ship, Mr Bunney says. 


Laura Tyson 


ANZ expects limited threat from Asian upheaval 


ANZ Banking, the 
Australian group, expects 
results for the year to Sep- 
tember to show only a small 
effect from Asia’s financial 
crisis, but provisions of 
about US$500m may be nec- 
essary against the possible 
broader impact of the tur- 
moil. according to Charles 
Goode, chairman, AFX News 
reports from Sydney. 

"Currently assets recog- 
nised as unpaired through- 
out east Asia remain low,” 


Mr Goode said at the compa- 
ny’s annual meeting. “How- 
ever, it is inevitable that 
impaired assets will increase 
ami we expect provisioning 
will be necessary." 

Goode said ANZ was still 
on course to increase its 
earnings for the year, with 
first-quarter earnings in line 
with budget He said reve- 
nue was up year-on-year in 
the quarter, while costs have 
been held. 

“We expect that Australia. 


despite the problems in east 
Asia, will enjoy annual real 
growth of around 3 per cent 
for the next few years, and 
for New Zealand it will be a 
little lower," said Mr Goode. 

“Although competition 
will maintain pressure on 
margins, we expect our bank 
will share in this growth and 
our major businesses are 
currently trading well" 

ANZ’s international 
operations outside the Asia 
region were also performing 


well, he added. 

He told shareholders ANZ 
did not expect to pay fully 
franked dividends for the 
year, because the proportion 
of the bank's profits earned 
offshore was increasing. 

Mr Goode also said ANZ 
was focusing on managing 
its risks while seeking to 
identify expansion opportu- 
nities in the medium term. 

John McFarlane, chief 
executive, said ANZ was 
considering joint ventures In 


Asian markets, which until 
recently have been “both 
restrictive and expensive to 
enter". 

M We now have a unique 
opportunity to take advan- 
tage of the opening of these 
markets to expand our pres- 
ence in the region, princi- 
pally through acquisitions 
and joint ventures," Mr 
McFarlane said. 

He said ANZ had already 
made informal approaches to 
potential partners, though 


such opportunities were 
“still in the formative stage”. 

Mr Goode said the com- 
pany made a net gain on 
international currency 
operations in the first quar- 
ter. despite losses in south- 
east Asia. 

The fall in the Australian 
dollar delivered a firsbquar- 
ter gain of A$82m (US$S45m) 
in the conversion of capital 
employed offshore. 

ANZ shares closed down 
15 cents at $9.97. 


Results at Thai finance groups show heavy declines 


Leading Thai financial institutions 
posted big declines In profit or out- 
right losses yesterday as the effects 
of tougher provisioning require- 
ments, a decline in the stock mar- 
ket and rising non-performing 
loans hit the bottom line, writes 
Ted Bardacke in Bangkok. 

Pbatra Thanakit, the country's 
largest finance company, said it 
lost Bt&lbn (giism) in 1997, com- 


pared with a profit of Btl.46bn in 
1996. The company said profits 
from operations were BKLMbn but 
that it had to make provisions of 
Bt7.35bn on total assets of 
Bt64.8bn. 

Asia Securities Trading, the 
country's second largest brokerage 
and a joint venture between the 
powerful Sqphanpanich family and 
ABN Ambro Hoare Govett, said It 


lost Btl.63bn in 1997, compared 
with a profit of Btl94ra the year 
before. The company said it bad 
realised losses of Bt530m on Its 
investment in Asia Credit, its 
finance affiliate, and that its port- 
folio investments declined BtS.lSm 
in the fourth quarter alone. 

Thai Danu Bank, a small com- 
mercial bank recently bought by 
Development Bank of Singapore. 


said net profit dropped 97.3 per 

cent in 1997 to Bt2&8m. The bank 
said non-performing loans, now 
subject to stricter classifications, 
rose to 14.7 per cent of total loans 
at the end of the year, up from 7.7 
per cent in September. 

The bank said It had made provi- 
sions of Bt3-57bn, up 153 per cent 
from 1996. It also wrote off an 
undisclosed amount of investments 


in stocks and bonds issued by 
insolvent finance companies. 

Bank of Ayudhya, the country’s 
fifth largest commercial bank, said 
its 1997 net profit fell 61 per cent to 
Btl.96bn. The bank, which recently 
underwent a management over- 
haul and Is under pressure from 
the central bank to raise capital, 
offered no explanation for the 
decline. 



Notice of Early Redemption 

Bristol &. West pic 


(Formerly Bristol & West Building Society) 

£100,000,000 

Floating Rate Notes due 1999 
(die ’Notes’) 


NOTICE IS HEREBY GIVEN that pursuant to Condltiotu 5(b) and 16 
of the Notes, Bristol & Wen pic will redeem ail of the outstanding 
Nates at their principal amount on die next Interest payment dace, 
27th February, 1990 when interest on the Nona will cease to accrue. 
Payment of principal will be made upon presentation and surrender of the 
Notes at thespedfitdcrflicecf the Principal Paying Agent or of any Paying 
Agent listed below. 

Notes should be presented for payment together with all unmatured 
coupons attached, failing which the amount of any missing unmanned 
coupon will be deducted ftota the stun due for payment. 

Interest due on the 27th February 199B will be paid in die normal manner 
on or after that dare against presentation of Coupon No- 12. 

Notes and Cottons wifi become void unless presented' for payment 
within 12 yean and 6 yean respectively from the relevant date (as defined 
In Condition 7 of die Notes) far payment thereof. 

Principal Paying Agent 

Bankets TnBtCsttfKny 
1 Appold Street 


London K2A2HE 
Paying Agents 

Banian Tnat Luxembourg SA Credit Suisse Fair Boston 

14 Baufevan) F-D. Roosevelt Uedibergstrase Z31 

L-2+50 Luxembourg CH-3070 Zurich 

Txnatce 

The Law Debenture Tnw CarponitHn p.Lc. 

Princes House 
95 Gresham Street 
London EC2V7LY 


Bankers Trust 
Company, Loadoa 
22nd Jammy, 1993 


Principal Paying Agent 


ECU 3JOQOMOJOOO 
Euro Medium Term Note 

and 


Eigo Depositary Receipt Programme 


Lavoro Bank Overseas N.V. 

and 

Banca Nazionale del Lavoro S.p -A. 


Series INF 3 

Banca Nazionale del Lavoro S 43 A 

- Kano Kong Brandi - 

USS 100.000.000 Subordinated Floating 
Rate Depositary Receipts due 1999 


In accordance with the terms of die Series N° 3 Depositary 
Racefcte fihe “Recapfe") desotied in the Pricing Supplement 
dared as of July 1 5. 1 994. notice is hereby given that for the 
Interest Period from January 22. 199G to April 22 , 1998 the 
Receipts will carry an Interest Rate of 6% per annum. 

The Interest Amount payable on the relevant Interest 
Payment Date. April 22. 1998 wii 


LesEchps 


The FT can help you retch 
additional business readers in 
France. Our link with the French 
business newspaper, Lms Echos, 
gives you a unique recru i t men t 
advertising opportunity to 
capitalise on the FTs European 
readership and in further target 
the French business world 
Far information on rates and 
further details please telephone*. I 
Toby Finden -Crofts an 
+441710734027 


Out Aprfl 1 5,2002 
0SM Hianbtn XS00TO7B3180) 
fanxdmoe wife foe tarns rfihe 
d uamn agwenfagdiea b orare fi p- 
eared CotiRnw, notice it hathy 
given that the Cert Goto Rate per 
annum for tbo Interetf Period co»- 
mrnrtn g J e w ry 15, 199& to Aprl 
14, 1558. rfoS be 5 jSB 7»*. The 
nos* of osbr payable cn April 15, 
tM, in BfH 10 cad US. SljOOO 
principal imamtaf Cb&tcMca wffl bo 


THE CHASE, MANHATTAN BAMC 

q as Cakdmtas Agent 

Jntmy 22. 1998 


yestarfeyfr^asnotserfdngamajeiitystaleBihSaBtMlg- 
nrt, Fhttipptog food and beverage grotax “ItwuuMu't ' 

be useful to have a majority interest in. thr company^” • 

yrt fl Marine! Ptra gfHnan, manag in g /Ureetnr flf Ffrst ' 
Pacific. He did sot say what size stake be was.targeting/ ~ 
The congfomorete was seeking to became the largest 
shareholder in San Miguel and had been accumulating an ; 
Interest via an unfeted Philippine subsidiary, he said. 

A potential takeover of San Mlguellx complicated by 
the feet that about 48 per cart of tibectenpanyts bang -- 
disputed by the government and Eduardo Cqjuangco, a T ; ] 
fjnrvywr Hn^ipgga associate of the late president Pardlflarad 
Marcos. Those shares were sequestered by the Carazcn 
Aquino a dmi ni st ration in 1986 cm the allegation they had I 
been fraudulently acquired by Mr Cqjuangco and hte bosk I 
ness i ntere st s- So far, more than a decade of l itiga tio n in- 
the courts has feted to resolve the issue! “Unless there is 
an agreement, we cannot move," said Mr PangUlnan. . 

"They probably they can achieve everything they- 
want to with a controlling interest at say SO pea: cent- , 
phis, as opposed to more than 50 per cent/* said Damian 
Kestel, senior analyst at Paribas Asia Equity in Manila.; * 
Manila has been awash with speculation that Mr Cojur 

sn g fn i«t n p tlm wiy nf T qu^ilng am agreement,' altfaflUgfa . 

same analysts had expected a deal, before Christmas: San 
Miguel B shares, which are open to foreigners,, closed 

down l peso at 51 pesos. First Pacific shares ended down 
10 cents at HKS3. ' • Justin Mcavzzi; Manila 


HONGKONG 


Delay for Peregrine sell-offs 


The sale of Peregrine's surviving businesses is unlikely to 
completed this week, as bad been hoped hy executives of 
the failed Hong Kong Investment bank, according to the 
group’s hquidstars. 

David Hague, partner at Price Waterhouse, the provi- 
sional liquidators, said discussions were ongoing concern- 
ing the sale of the equity brokerage and corporate finance 
divisions atnf the asset management arm, but that negoti- 
ations were set to continue through fhe weekend and into 
next week. 

Several international institutions are considering mak- 
ing offers far the equity brokerage and corporate finance 
arms, generally favouring combining the two. Tuesday 
bad been set as a preliminary target date for offers but 
requests for further information and ongoing talks have : 
set the timetable back. 

“Hiere are long discussions,- not because of particular 
p mhlflmn , but baegnsp of the ground rules, information 
etc,” said Mr Hague. “But we are reasonably optimistic'' 
we can achieve a sale.” • ■ 

"The asset management side is not proving as easy as 
we had hoped,” said Mr Hague- "But we are still getting 
people coining along and expressing interest” 

While Hong Kong’s courts have granted perinisskm for 
the liquidators to pay remaining Peregrine staff until the 
end of the month, Mr Hague said it was important to con- 
clude a deal as quickly as possible. “We are talking about 
people businesses,” he said. “If too many people drift 
away then effectively we would have no businesses to 
sefi.” John Ridding, Hong Kong 


TRANSPORT 


Toyota to raise Prins output 


Toyota is doubling outpnt of the Prius, its hybrid cat 
which uses both a petrol engine and battery-powered 
motor, in response to stronger-than-expected demand for 
the vehicles. Toyota said it would raise monthly produc- 
tion of the Prius from 1,000 units to 2,000 In June, after 
buoyant demand in its first month on tbe.market: since 
file car was launched in mid-December, the company has 
received 3^00 orders. 

Japanese consumers have been attracted to the Prius’s 
environmentally friendly combination of petrol and elec- 
tric power, which cuts carbon dioxide emissions by half. 
The Ministry of International Trade and Industry is con- 
sidering subsidising purchases of the car. 

Michiyo Nakamoto, Tokyo 


POWER PLANTS 


Siemens KWU expects slowdown 


Siemens KWU, the power plant division of the German- 
based electrical and electronics group, has warned of con- 
tinued unsatisfactory earnings thi s year in spite of a high 
level of turnover and orders. Adolf HfitU, chief executive, 
said the division expected a slowdown in orders from east 
Asia, although so far none of the group’s big power gener- 
a tion o rders in the region had been cancelled. 

KWU’s order hook in the Asian “crisis countries” - : 

amounted to DM2.4bn ($1.3bn) at September 1997, repre- 
senting about 11 per cent of its DM20.4bn orders in hand.. 
Contracts for power plants in Indonesia and the Philip- 
pines were bo far unaffected. 

Mr Httttl sald earnings, which fell before tai from 
DM410m in the year to September 80 1996 to DM255m, 
would not improve before 1999. He said improved profits 
in 1999 should come from the synergy effects of the 
planned acquisition of the fossil fuel power generation 
interests of Westmghouse Electric of the US. ■ 

Peter Norman, MOIheim 


Notice 

Cofipearatieve Centralc Raiffeisen Boereolcenbtuik B-A- 

< Raboba n k Nederland) ' 

Series Not 231 
DEM 100,00(^000 
4^0 per cent. Notes 1997 doe 2001 ' 
to be consoUdaasd add fonn i single series with die 

DEM 300,000*000 
430 per cent. Notes 1997 due 2001 
issued on 7th April 1997 


NOTICE tS HEREBY OVEN ro hsldca «* abmw Nona di« on Cofne NO. 1 , tic on 
2Ui Dmabc IW7.eadwd n tha diAnkiv* Nmm la the daMadnuiaQ>rfESM 1JDOO. 
DEM lOflOO and DEM 100009, dxsa ft • tT PrewJrtral ant*. Tha-crocon uniu .fc 
eranttaaivatalatDEM 45. DEM 4 50 and DEM4jOO,mip'Cci*ifo faUBOMfanCt rthcha 
CmiWora aw corraa eoupoti eawunu axt DEM 324-% DEM 32630 md DEM 3.UZJQ. * 

CoopBradcraCcmrah Rslffefacn Borrrafagnbank BA 
(Rabobank Nederland} 


22 nd JanLory, 1996 


be USS 6.00 per Receipt of 
USS 400, USS 60.00 per 
Receipt of USS 4,000 and 
USS 600.00 per Receipt 
of USS 40.000. 



The Cafco/Bpcr 
Agent 


Kmdtotbank 

Luxembotrg 


The Republic of Panama 

Discount Bonds Due 2028 


Nolice is hereby given foot the Rota of Interest has been fixed at 
6.5625% and that the interest payable on the relevant Interest 
Payment Date. July 1 7, 1998 against coupon No.4 in respect of 
Us$l ,000 nominal of the Notes vriB be USS32.45. 


Jeruer/22, 1998, landbn — 

By Gffax*. NA (Capon* Agree? & Trusl. Agsnf Bank CmBAfKO 


The Republic of Panama 

PDI Bonds Due 2016 

Notice is hereby given that from January 20, 1990 to July 17, 
1 998 (178 days] foe Bonds will carry an i n ter es t rale of 65625% 
however The Republic of Panama hem elected that the third Interest 
Payment Dote July 17, 1998 is to be a Reduced Interest Payment 
Date and as such (he Interest rate payable wilt be 4%. 

The Interest amount applicable to this period, calculated at a rate of 
6-5625%, would be US$33.79 per Bond having □ lace amount of 
US$1,041.47. 

The Reduced Interest Amount payable on July 17, 1998 eafcdated 
at 4% will be US$20.60 per Bond having a face amount of 
US$1,041.47. 


The Caprtdued Amount for the third period is therefore USS 1 3.19 
per Bond having a face mount of USS 1 .041 .47. 


lawny 22, 1999, Union 
if. GfeorA. NA (CorponSB 


ted. CITIBANK* 


wtfee of Adjustment to CpnyareionPrtca 


Kum Kang Wading Co., Ltd. ' 

(WVMH 

U.S. $15,000,000 

0.5% Convertible Bonds 2004 

pi* -Benda-) ... 

ComerUWe Mo Shares of Common Slock of the Isauer 
(■Common Sheas') 


Notice is hereby £ven to hokhra of tee Bonds, tofrering Ow Issue « new 
Conran Shares of the Issuer by way of rights on Nownfoer 27 1B07. The 
Comeraton Price of Won 0O5OB per Conran Share has. hi accordance wtfr 
the Treat Peed dated March 8.1865 andconeUMtng tie Banda, h aan uthmtorf 
» Wan 20,67fl per Share, wfth effect Irani Decembers. IM7. 


The Cheae Mihellen llenlr 
tor and on Wm* of 
Kum KangTMng Co^ Ud. 
January 22, isee 
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COMPANIES AND FINANCE: EUROPE 


•ks 3 SGS-Thomson profits decline by 35% 
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By David Owen in Parts 

Shares in SGS-Thomson 
Microelectronics fell sharply yes-, 
terday after the Pranco-lUlian 
semiconductor manufacturer 
reported a 35 per cent decline in 
annual profits. 

But the company signalled 
brighter days by predicting that 
the Asian crisis would prompt 
chipmakers to postpone planned 
investments, leading to the 
mopping-up of excess capacity. 

Jean-Philippe Dauvin. the 
group's chief economist, said $ 20 bn 


oS planned investment could be rut 
by chipmakers in 1998 and 1999. 'it 
means that instead of investment 
growing In 1998 from $3Abn to 
$40bn, it could go down to $20bn." 
be said. 

The company Indicated that, 
with overall 1998 market growth 
estimated at 9 per cent, semicon- 
ductor capacity could match 
demand by the end of the first half. 

SGS-Tbomson's own capital 
spending in 1997 - at Si.04bn - 
dipped below,- year -earlier levels for 
the first time in its 10-year history. 
Research and development spend- 


ing increased sharply, however, 
frum $532m to $61 lm. 

Pitsquale Pistorio, chairman, con- 
firmed a decision in principle to 
build a new plant in Italy, creating 
employment for about l.QOU. 

The shares were down FFr17, or 
■1.5 per cent, at FFr363, having 
dipped much lower in the morning. 
Bui analysts attributed the reac- 
tion more to caution about the chip 
sector in general than specific con- 
cerns related to SGS-Thomson. 

Net income tor the full year fell 

to $406.6ra frum $625 -5m a year ago 
«b revenues down to S4.02bn from 


$4.l2bn. Gross profit slid to $1 jobn 
from $l.7lbn. Earnings per share 
were $2.92 against $4.50. 

Mr Pistorio said that, at 10 per 
cent of revenues, the company's 
net profit was "respectable". 

He acknowledged that the group 
had encountered stiller competi- 
tion in the key ddferenUauxl prod- 
ucts segment. "We do not want :o 
pursue growth to the detriment of 
profitability." he said. The group 
was also affected by a downturn in 
the market for set-top boxes. 

He said the overall effect of the 
Asian crisis on the industry was 


"not yet completely clear". Never- 
theless, he expected first-quarter 
revenues to “modestly surpass" 
$lbn. The company's gross profit 
margin Tor the period was likely to 
be close to second-half 1997 levels. 

For 1997 as a whole, the gross 
profit margin, net of licensing reve- 
nues. was 38.4 per cent, down from 
41.2 per cent in 1996. 

In the final quarter, net income 
reached $126.3m on revenues of 
Sl.lbn, compared with 5142m on 
revenues of S!.06bn a year earlier. 
Earnings per share were 91 cents, 
against $1.02. 


Swedish, 
Danish 
bourses in 
link-up 

By Tim Burt in Stockholm 

The Swedish and Danish 
stock exchanges have 
approved a plan to create 
Europe’s first cross-border 
equities trading market 
Undo- the proposals, fina- 
lised at a board meeting of 
the Stockholm stock 
exchange yesterday, the 
bourses will merge their 
share-dealing systems from 
the middle of next year. 

Together the two will 
dominate the Scandinavian 
equity market, with a com- 
bined market capitalisation 
of almost S350bn. 

Although the deal will not 
affect the ownership struc- 
ture of the exchanges, it 
could signal a further step 
towards the creation of a 
pan-Nordic share market. 

Bengt Ryden. president of 
the Stockholm stock 
exchange, said: “This inter- 
national alliance is more 
ambitious than any other 
attempted so far in Europe. 
And it could prove the 
model- for integration in the 
Nordic market and beyond 
in the Baltic states.** 

He suggested the next step 
would be to integrate the 
Finnish equities market into 
the scheme, followed by a 
link-up involving Swedish 
and Danish bond and deriva- 
tives trading. 

The equity-trading scheme 
was agreed after more than 
six months of talks - aimed 
partly at overcoming Danish 
reservations that Copen- 
hagen would be seen as the. 
junior partner. 

Nevertheless, Die board of 
the Danish stock exchange 
has this week formally ' 
backed the plan. And a final 
hurdle was cleared on Tues- 
day when the Swedish and 
Danish securities registra- 
tion centres signed a 
co-operation agreement. 

The Stockholm bourse has 
separately agreed to a 
merger with OM Gmppen, 
the publicly quoted Swedish 
derivatives exchange, and is 
forging closer links with the 
Helsinki exchange. 

OM Gruppen has already 
established a tie-up with 
Helsinki for clearing bond 
futures and has plans to 
extend the relationship to 
include Finnish equity 
derivatives. Last year, OM 
also agreed a link with the 
Oslo stock exchange’s deriv- 
atives market 
Such moves follow grow- 
ing pressure for rationalisa- 
tion among Europe’s smaller 
stock exchanges, which are 
seeking critical mass ahead 
of the introduction of the 
European single currency in 
1999. 

Both Sweden and Den- 
mark have so far ruled out 
joining the euro in the first 
round. 


Norway seeks to grow its nest egg 

International fund managers are being enlisted to help invest surplus oil revenues 

W hen Norway first _____ — 1 — - u - 04 — 1 — ■ 1 

announced plans 
to invest up to 50 


W hen Norway first 
announced plans 
to invest up to 50 
per cent of its state petro- 
leum fund in international 
equities, it prompted a 
race to Oslo by international 
fund managers seeking the 
business. 

The prize - helping the 
government to invest its sur- 
plus oil revenues in shares - 
was regarded as one of the 
most attractive seen in the 
asset management industry 
for some years. 

Although the Norwegian 
central bank has yet to 
announce the* result of the 
race, three international 
institutions have emerged on 
the winners podium. 

Chase Manhattan of the 
US has been appointed 
global custodian of the fund, 
responsible for holding 
shares and clearing settle- 
ments. State Street Bank & 
Trust, also of the US, and 
Barclays Global Investors 
(BGI) of the UK have been 
selected as the two senior 
global investment managers. 

Their role will be to gener- 
ate long-term returns for the 
state petroleum fund, which 
stood at NKrll4bn ($i5bn) at 
the end of last year. Given 
that the fund is expected to 
swell to NKr570bn over the 
next five, years, the scheme 
represents a hefty slice 
of business for the fund 
managers. 

The institutions involved 
stand to benefit from the 
long-term dilemma facing 
Norway, the world's second 
largest oil exporter after 
Saudi Arabia. Some -time 
ago, the country's leaders 
realised that its dwindling 
oil reserves would not be 
sufficient to sustain forever 
one of Europe's most gener- 
ous welfare and public 
spending systems. 

In 1990. therefore, the fund 
was established to preserve 
government coffers for when 
the oil stopped pumping. 
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Although that day remains 
some way off, there Is a 
strong desire in Norway to 
make its oil asset sweat. 
Last year, that prompted the 
Labour government to 
announce plans to invest 
between 30 and 50 per cent 
of the fund in equities rather 
than foreign government 
securities. 

Jens Stoltenberg, Labour 
finance minister at the time, 
justified the move by saying 
long-term investment in 
equities promised better 
returns than bonds, adding 
that the new scheme would 
reduce the fund's exposure. 

But while the decision was 
applauded by fund managers 
sensing long-term fees, it has 
prompted some disquiet in 
political and banking circles 
in Norway. 

The new coalition govern- 
ment. which succeeded the 
ruling Labour party last Sep- 
tember. has expressed reser- 
vations about investing 50 


per cent of tbe fund in equi- 
ties. And recent volatility in 
world stock markets has 
made some political leaders 
wary of the scheme. 

Kjell Magne Bondevik, 
Norway's prime minister 
and leader of the Christian 
People's party, told the 
Financial Times in an inter- 
view last week that his party 
had hoped to limit equity 
investments to 30 per cent of 
the fund. *"111610 is a limit as 
to how much you should 
invest from the f und abroad. 
You need not spend 50 per 
cent," he said. 

But the prime minister, 
overseeing a minority 
administration, is a wily pol- 
itician. He made dear that 
he would not pick a fight 
with the Storting, Norway's 
parliament, over the guide- 
lines for the scheme. To do 
so would risk a parliamen- 
tary defeat, something the 
government does not want 
to risk. 


Peugeot-Citroen unveils revamp 


By David Owen in Paris 

Peugeot-Citroen, the French 
carmaker, yesterday 
unveiled a sweeping reor- 
ganisation designed to cut 
costs and revitalise its two 

main br ands . 

At the heart of the com- 
pany’s plans, set out yester- 
day by Jean-Martin FcJz, the 
recently installed president, 
is a reconfiguration of the 
group’s assembly plants, 
most of which axe dedicated 
to one marque or the other. 

Eventually, all six plants - 
with a capacity of more than 
1.000 cars a day - will speci- 
alise instead on a single plat- 
form common to both 
marques.* In time, the aim is 
to prune the number of plat- 
forms used by the group 


from seven now to just 
three. 

Mr Folz described the 
changes, which also involve 
tbe creation of a new group 
executive committee and a 
raft of top management 
appointments, as “an evolu- 
tion that is starting", rather 
than a revolution. The com- 
pany emphasised that no 
site closures were involved. 

Yesterday's announcement 
was short on detail, giving, 
for example, no indication of 
tbe expected savings or of 
which type of vehicle each of 
the group's main factories 
would specialise in. 

The Peugeot-Citroen presi- 
dent indicated simply that 
the plans were intended to 
get the group back on the 
right road in three priority 


areas: innovation, growth 
and profitability. 

Though the group's first- 
half net income of FFr564m 
• ($91. 5m) last year was better 
than expected, its operating 
margin for the period was 
scarcely above l per cent. 
The French manufacturers 
were hit hard last year by 
the depressed domestic mar- 
ket, where new car registra- 
tions were the lowest for 
more than 20 years. 

Chief of the new appoint- 
ments were those of Frtderic 
Saint-Geours at the head of 
the Peugeot marque and 
Claude Satinet to fulfil a 
similar role at Citroen. 

The group’s aim is to con- 
firm these brands as “gener- 
alist marques with a strong 
personality”. They would be 


Banesto bounces back to Equity index in 
health with 26% advance euros announced 


By Tom Bums in Madrid 

Banco Espanol de Cr&dito, 
which was recapitalised four 
years ago in the biggest 
banking rescue in Spain, 
yesterday signalled its full 
return to financial health by 
lifting net attributable prof- 
its 26.4 per cent to Pta3Llbn 
($l99m) in 1997. V 

Alfredo SAenz, chairman, 
said yesterday that the bmik, 
controlled by the Banco San- 
tander group,” was now wen 
capitalised, had . a strong, 
recurring income level and 
aimed, to. double its profits 
within the next three years. 

Banesto was acquired, .by ; 
Santander .in March 1994 
afterits board was sacked by 
the Bank, of Spain on the ; 
grounds, that it had grossly 
over-esthnated its assets. It 
was estimated at the time to ■ 
be losfiig Pta55tm a ■year and 
■Mario Conde, its former 
chairman, is now on trial 
accused of fraudl ; 

Last year Banesto sharply 
reduced the ratio of its non- 
performing' loans from 6.8 



Alfredo. S&enz: bank on 
track to resume dividends 

per cent of total lending at 
the end of 1896. to. as per 
cent, dose to the sector aver- 
age. It also raised the cover : 
age of bad loans to 10L6 per 
cent, up frtun 86-5 per emit. 

In addition, to restoring its 
badly damaged loan portfo- 
lio. Banesto reported a 
strong rise m its lending 
business: .credit investment 
was up 17.4 per cent to 


Pta2,028bn and there was a 
15^2 per cent increase in cus- 
tomer deposits to Pta4^97bn. 

Net interest income rose 
above forecasts, by 10.4 per 
cent to Ptal43.1bn; overall 
costs were lowered by 1CL8 
per cent to PtaSObn; and the 
balance sheet was strength- 
ened by a 28 per rent rise to 
Ptal6-2bn in provisions. 

Santander paid Pta28ibn 
for 60 per cent of Banesto 
and the rescue plan Involved 
a PtalSObn capital injection, 
tbe purchase of Pta285bn of 
non-performing assets by the 
Deposit Guarantee Fund and 
a Pta315bn zero-interest loan 
to offset its losses at the 
time. Mr Sflenz said the res- 
cue package bad been paid 
off last year and Banesto 
would deliver a dividend 
next year, its first since 1991 

Santander, which directly 
owns 49 per cent of Banesto, 
could sell its stake this year, 
having completed a compul- 
sory four-year ownership 
period, ft is unlikely to do so 
because of the subsidiary’s 
branch network- 


By Simon Davies 
Capital Markets Editor 

The FT/S&P Actuaries World 
Index Committee yesterday 
I announced plans to launch 
Ihe first equity index for the 
European economic and 
monetary union zone to be 
calculated in euros. It will be 
introduced in May. 

The new FT/S&P index 
will be calculated in “syn- 
thetic euros”, based on the 
bilateral exchange rates that 
will be announced in May. It 
Mil switch to euros with the 
launch of Emu on January L 

Competition is building up 
to provide the leading bench- 
mark for European inves- 
tors. Dow Jones recently 
linked up with French. Ger- 
man and Swiss stock 
exchanges to launch new 
European-wide indices. 

Meanwhile, FTSE Interna- 
tional has launched two 
Eurotop indices in partner- 
ship with the Amsterdam 
stock and options exchange. 
Strategists expect a pre-emi- 
nent pan-European bench- 


mark to emerge after Emu 
starts next year. 

The FT/S&P Actuaries 
World Indices are owned by 
FTSE International - 50 per 
cent owned by tbe Financial 
Times - Goldman Sachs and 
Standard & Poor’s. 

Mark Makepeace, manag- 
ing director of FTSE Interna- 
tional, said: “Tbe introduc- 
tion of the euro will have 
far-reaching implications for 
Europe's fond managers and 
many of them are likely to 
redefine their domestic mar- 
kets, moving either to a 
Eurobloc or pan-European 
benchmark.” 

From January, pension 
funds and insurance compa- 
nies within Emu will be able 
to match assets and liabili- 
ties by Investing in 10 other 
stock markets throughout 
tbe euro bloc instead of only 
in domestic markets. 

FT/S&P will also introduce 
indices covering Europe 
excluding the Eurobloc, 
Europe excluding tbe UK 
and Eurobloc, and the World 
excluding the Eurobloc. 


quoted on the FT-Standard & 
Poor’s indices, covering 21 
markets: 14 of them in 
Europe, New- York, Tokyo. 
Hong Kong, Singapore, 
Toronto, Sydney and Auck- 
land. 

Few Norwegian institu- 
tions have any record in 
index-linked mandates, and 
have urged tbe government 
to consider more actively- 
managed investment 
schemes. So far. the central 
bank has opted for index 
management because trans- 
action costs are far lower. 


G iven the size of the 
sums being 
Invested, the Nor- 
wegians naturally want to 
keep fees to a minimum. 
However. Knut Kjaer, the 
central bank official in 
charge of the petroleum 
fund, said plans were being 
considered to broaden the 
scheme to include more 
active fund management. 
“That could involve as many 
as 10 new managers being 
appointed during 1998.” 

He also played down con- 
cerns over recent stock mar- 
ket volatility, reminding pol- 
iticians that the move to 50 
per cent equity holdings 
would be phased in gradu- 
ally. 

Although the initial 
appointments to manage the 
fund may have caused some 
ire at home, the Norwegian 
central bank is clearly not 
about to be deflected. In the 
long term, it hopes that local 
bankers will be mollified by 
winning some of the busi- 
ness. while politicians will 
be won over by the hand- 
some returns. 

“We have to place large 
amounts of money on equity 
markets.” said Mr Kjaer. 
“We are operating under the 
guidelines laid down by par- 
liament and we aim to do so 
as efficiently as possible." 

Tim Burt 

Nestle lifts 
sales 16% 

In year 

By William Haii in Zurich 

Nestle, the world's biggest 1 
food company, increased j 
sales 16 per cent to i 
SFr69.9bn <$46.6bn) last , 
year and repeated forecasts 1 
that its underlying growth 
would accelerate this year 
in spite of Asia's financial 
problems. 

Nestie’s sales grew more 
than twice as fast in 1997 as 
in the previous year. How- | 
ever, while favourable . 
exchange rate movements 
accounted for 8.1 per cent of I 
tbe 1997 growth, real inter- , 
oaf growth climbed from 2.7 
per cent in 1996 to 3.2 per 
cent last year. 

Nestld said sales were par- 
ticularly strong in the Mid- 
dle East, Eastern Europe, 
many Asian markets and 
North America. 

The group was able to 
increase prices by 3.6 per 
cent, suggesting it had 
adapted to higher raw mate- 
rial prices and inflation 
without damaging its efforts 
to increase its underlying 
growth. Analysts were 
heartened by the group’s 
statement that it expected 
real internal growth to 

accelerate further in tbe 
current year. 

Only 5 per cent of Nestles 
sales come from Asian coun- 
tries affected by the current 
financial crisis. Although 
the region’s difficulties 
would have some impact on 
sales expressed in Swiss 
francs, the group said its 
strong competitive position 
sbonld allow fur a develop- 
ment of local business “even 
in those countries affected 
by tbe criris”. 

Nestit's shares, which 
have risen 60 per cent over 
the last year, fell SFr6 to 
SFr2,297 yesterday. Ana- 
lysts were disappointed with 
tbe company's statement 
that its 1997 net profit 
growth “will be similar to 
the growth in sales”. 

See Observer 


There has been rather 
more pointed criticism from 
the Norwegian hanking com- 
munity' where some of the 
largest commercial banks 
have questioned the role of 
the central m adminis- 
tering the petroleum fund. 

More important, they fear 
the government is passing 
up an opportunity to develop 
the Norwegian asset man- 
agement industry by 
appointing overseas advis- 
ers. Den norske Bank, in 
particular, has called for a 
rethink. Leif Teksum, head 
of Asset Management at 
DnB, said: “We had hoped 
this would create opportuni- 
ties for the Norwegian finan- 
cial system, but they have 
chosen a route which 
excludes Norwegian institu- 
tions” 

The finance ministry has 
done so by making the 
investment scheme an index 
mandate. Tbe fund manag- 
ers may only acquire shares 


as complementary as possi- 
ble and would each have 
global ambitions. Success 
would help to allay analysts' 
current concerns that tbe 
brand differentiation 
between the two marques 
has become inadequate. 

Both Mr Saint-Geours and 
Mr Satinet would bave seats 
on the new executive com- 
mittee. as would the heads of 
five operating directorates - 
innovation and quality, tech- 
nical and purchasing, plat- 
forms, industrial and h uman 
relations and finance. 

Tbe group said another 
aim was to move towards 
harmonisation of the respec- 
tive employment statutes of 
Peugeot and Citroen. 

Peugeot-Citrodn shares 
closed down FFr3 at FFr808. 


EUROPEAN NEWS DIGEST 

Club Med warns 
of further charge 

Club Mediterranee. the French leisure group, has warned 
it will take a further charge of FFr2.i0in-FFr300m 
<$4lm-S49ml for restructuring in its second half to October 
last year. Philippe- Bourguignon. chairman, told La Tri- 
bune newspaper in Paris that the provisions were on top 
of the FFr350m taken against the first-half accounts. 

His warning comes ahead of tbe unveiling next Tuesday 
of the company's new marketing initiative, revised pric- 
ing policy, and the abolition of the separate Aquarius 
brand of holidays. Cost-cutting measures are expected to 
accompany the full merger of the Aquarius business with 
that of Club Med. Other elements of the plan point to a 
more segmented marketing focus, closer ties with and 
incentives for travel agents to sell Club Med holidays, and 
more aggressive branding. Agencies. Paris 

m AIRLINES 

SAS acquires Air Botnia 

Scandinavian Airlines System has stepped up its chal- 
lenge to Nordic rival Finnair by acquiring Air Botnia, the 1 
Finnish domestic carrier. SAS said the deal would 
strengthen its presence in the Finnish market, where Air 
Botnia serves 15 domestic destinations. Finnair has 
responded to SAS's move by stepping up services between 
Stockholm and cities elsewhere in Europe. 

Tim Bur:. Srocimolm 

9 ITALY ( 

Olivetti sees return to black j 

Olivetti, the kalian telecommunications and Information ' 
technology group, yesterday reported a l.l per cent 1 

increase to L3.-567bn <Sl.92bm in consolidated revenues in i 
the second half of last year. Consolidated revenues for the 
whole or 1997 fell 4.4 per cent to lA.588bn. The company, 
which is in the middle of a Ld70bn capital increase to 
strengthen its financial position, also confirmed it expec- 
ted to report a consolidated net profit for 1997 after suffer- 
ing a string of heavy losses. The Italian company is also 
finalising a merger of its Olsy systems and services sub- 
sidiary with Wang laboratories of the US. 

Paul Belts. Milan 

■ RETAILING 

Casino posts 32% advance 

Casino, the French retail group, which last year fought off 
a FFr31bn hostile takeover bid from rival Promodes, yes- 
terday unveiled a 32 per cent jump in profits for 1997. to 
FFn.llbn ($180m). The increase came from a 13.9 per cent 
rise in sales to FFr76.15bn. although the increase was only 
7 per cent on a like-for-like basis. 

Casino said the board would propose a full-year divi- 
dend of FFr7.8 per ordinary share, up from FFr4.5. and 
FFr8.05 per preference share, up from FFr4.75. It said the 
improvement came principally from the “good perfor- 
mances" of Casino's French retailing operations, where 
operating profits rose 33 per cent. Another factor was the 
acquisition or tbe Franprix and LeaderPrice supermarket 
chains, consolidated in the results from last September. 

AFX News, Paris 

U BANKING 

Nomura in Kc2.9bn Czech buy 

Nomura Securities of Japan yesterday agreed a KC2-9bn 
(S82m) deal to take a 36 per cent state-held stake in Czech 
bank IPB. The deal, which still needs the final approval of 
Nomura's headquarters in Tokyo and the full Czech gov- 
ernment as well as the Czech National Bank, also 
includes Nomura arranging a KCtibn bond issue for IPB 
and injecting an additional KC6bn in additional equity. 

Reuters. Prague 
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Commitments from institutions fell short of the £80m the property consultancy had hoped for 

Savills calls off housing trusts launch 


By Norma Cohen, 

Property Correspondent 

Savills, the listed LTi 
property consultancy, has 
abandoned plans to launch 
the UK's first housing 
investment trusts - speci- 
alised vehicles offering tax 
advantages to those invest- 
ing in the rental housing 
sector. 

Aubrey Adams. Savills' 
managing director, said that 


although the company would 
still like to launch a HIT 
tvheG the new issues market 
for small companies 
improved, Savills was now 
considering alternative 
vehicles for rental housing 
investment. 

The poor performance of 
the UK small companies sec- 
tor by the end of last year 
caused a sharp fall-off in 
new equity offerings for 
smaller issues. 


Savills had been intending 
to raise £80m ($i30m) in 
equity from institutional 
investors for its product and 
had received initial sound- 
ings of support 
However, when it came 
time for firm commitments, 
funds fell short of the 
critical mass necessary to 
launch the deal. “We got a 
reasonable chunk of money 
before Christmas,” Mr 
Adams said. “But we didn't 


get close enough. We would 
have run if we could have 
raised £50m, but below that 
the costs become prohibi- 
tive." 

The move is a blow to the 
UK property sector which 
has been eager to create tax- 
efficient vehicles for indirect 
property Investment to 
counter the illiquidity and 
administrative burdens ere* 
ated by direct property 
investment 


It will also hamper govern- 
ment efforts to stimulate the 
provision of lower cost pri- 
vate rental housing. 

Legislation In March 1996 
created a new type of invest- 
ment trust which would pay 
a lower corporation tax rate 
and avoid some capital gains 
taxes. 

Mr Adams said that Savills 
was considering using other 
vehicles, such as limited 
partnerships, to offer institu- 


tional investors an indirect , 
investment in rental hous- 
ing. 

Limited partnerships are 
tax efficient: because they 
are not traded on a recog- 
nised exchange, liquidity is:, 
greatly reduced. 

Savills said that most 
of its costs incu rred In devel- 
oping the HIT were written 
Off in its accounts for the 
half year ended October 31 
1997. 


John Menzies 
will withdraw 
from retailing 


By Peggy Hollinger 

John Menzies is to puli out 
of retailing after 165 years 
with tbe announcement 
today that it plans to sell 
itsnewsagents business and 
the Early Learning Centre 
toy chain. 

The decision follows a 
strategic review by David 
Mackay. the new chief exec- 
utive, and evidence of disap- 
pointing retailing over the 
Christmas period. 

The group has decided to 
focus an its distribution arm 
which has been consistently 
more profitable in recent 
years. Industry sources said 
an announcement was 
expected with its trading 
statement this morning. 

John Menzies - a house- 
hold name in Scotland - is 
hoping to sell the two busi- 
nesses as going concerns. 
Together they employ some 
7.000. 

It is likely to delay a sale 
on ELC. however, until it 
implements a restructuring 
aimed at improving the 
chain’s performance and its 
potential sale price. 

Analysts suggested the 
disposals could raise up to 
£250m (S408m*. though given 
the recent performances of 
the two businesses, this was 
unlikely. The newsagents 
chain, with 250 outlets, has 
been squeezed by the aggres- 


sive entry of supermarket 
groups into newspaper and 
magazine retailing. 

Paul Morris, retail analyst 
of SBC Warburg Dillon Read, 
recently estimated that the 
business had failed to 
achieve any Iike-for-like 
sales growth last year. 

The 240-strong ELC chain, 
meanwhile, has been strug- 
gling for a foothold in the 
f3ce of strong competition 
from retailers such as Toys 
R Us and Woolworths. It was 
late entering the growing 
market for electronic toys, 
and continues to incur 
heavy losses despite manage- 
ment changes. 

Mr Morris estimated that 
ELC was responsible for 
almost all the retail divi- 
sion’s £?m drop in operating 
profits last year to £4.7m, on 
flat sales of £437.7m. 

Analysts said they expec- 
ted several potential bidders 
to be interested in the toy 
chain, however. Great Uni- 
versal Stores, which has 
been searching for brand 
names to build up its mail- 
order business; could be a 
candidate. 

Potential buyers for the 
newsagents chain were more 
difficult to spot, analysts 
said. WH Smith could face 
regulatory problems and was 
unlikely to be interested 
while it focused on problems 
in its core chain. 


GGT shares fall nearly 40% 


By Alison Smith 

Shares in GGT, the 
advertising and marketing 
group, lost more than a third 
of their value yesterday, fall- 
ing 80p to finish at 123V»p 
after the company admitted 
that losing Procter & Gam- 
ble, the consumer products 
group and the world’s larg- 
est advertiser, as a client of 
its New York subsidiary 
Wells BDDP was a “material 
blow". 

Mike Greenlees, group 
chairman and chief execu- 
tive. said P&G's departure 
would have a significant 
negative effect on operating 
profit for the 12 months to 
May 1999. 

P&G, with billings esti- 
mated at about $125m. pro- 
vided 6 per cent of the 
group's annual revenue, and 
about 15 per cent of its US 
revenue. It ended the rela- 
tionship with the New York 
agency after the departure of 
some senior Wells executives 
with, whom P&G had close 
links. 

Mr Greenlees said the 


Loss of Procter & Gamble 

contract a ‘material blow’ 
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Impact in the current year to 
April would be “minimal”, 
although there would be 
exceptional costs of about 
£3m ($5m) in reducing the 
size of the New York office. 

The fan In the share price 
makes the group more 
attractive as a possible take- 
over target Potential preda- 
tors could include WPP, the 
world's largest marketing 
services group. Interpublic, 
Omnicom and Dentsu. 

The news about P&G over- 
shadowed GGT’s Interim 
results for the six months to 
the end of October 1997, 
which showed a rise in pre 
-tax profits to £8.15m 
(£3.4m), struck after excep- 
tional restructuring costs of 
£1.2m following the acquisi- 
tion of French agency BDDP 
in 1996. 

P&G is redistributing 
Wells' work among its roster 
agencies, Raatrfil & Saatchi, 
Leo Burnett and Grey. 


• GGT also said yesterday 
that senior executives at 
Financial Dynamics, the 
City public relations com- 
pany owned by GGT, were 
leading a management 
buy-out Tbe deal values FD 
at £6m (513m) which will be 

payable over four years. The 
initial £4m combines a loan 
of £3m from Allied Irish 
Banks (UK), with from 
20 executives. 

The buy-out contrasts 
sharply with recent deci- 
sions by other advertising 
and marketing groups to buy 
public relations companies. 
Last March, McCann- 
Erickson Worldwide 
announced that it was buy- 
ing Ludgate. while in Sep- 
tember, Buchanan Commu- 
nications was bought by 
WPP. Mark Bayliss, GGT 
finance director, said FD was 
not a core business and the 
proceeds would be used 
either to pay off debt or to 
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invest in its network. 

Julian Hansoh-Smith. 
managing director of FD, 
said: “We regard 100 per cent 
ownership as a central part 
of our growth strategy 
because we'll be in a unique 
position to incentivise the 
pyfcting account teams and 
new rmpg by giving fham a 
share of the rewards going 
forward." 

A circular giving details of 
is due to be published in 
mid-February. 
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Thfe- xndre vfllains digital 
heroine Lara Croft obliter- 


Eidos’s shares rise. Yester- 
day’s -IS per' cent increase 
reflects expectations, justi- "" 

fied by a iub-thumping i? 
Irarthig- s tatement that Hip \* 

gamgg p ublisher hag bene- 
fited from record demand 
at Christmas. That Tomb ‘ 

Raider 2 has proved .so- 
successful is only part of 
the reason far celebration. 

The product’ life-cycle of 




computer games is an. 
exceptionally short one, 
with the vast bulk of a 
game's wfles conce nt ra ted in the first six weeks of release. 

So signs that Ridns is tackling the market's fickleness 
by focusing on premium titles and shifting most of the 
development, work to partners are encouraging. Perhaps 
most important, however, are Eidos’s attempts to improve 
its investor relations. 

Last year’s poorly handled product delays and the 
embarrassing departure of Its auditors -over corporate 
governance shortcomings hit the company's shares - and 
its credibility - extremely hard. That greater care is now 
being teken to manage the flow of information to inves- 
tors is being reflected in growing confidence In the young 
management. In time, this should encourage a substantial 
rerating of the shares. 

Now trading on a forward price/ earnings ratio of about 
10 times, they are hardly expensive compared with highly- 
rated US peers like GT Interactive and Electronic Arts. If 
the current improvements continue, Eidos may never 
look such good value again. 


Tomb Raider sales behind 20% 
advance in Eidos’ share price 
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By Christopher Price 

Shares in Eidos rose by 
almost a fifth yesterday 
after the computer games 
group, best known for its 
Tomb Raider series, said 
Christmas trading had been 
significantly above expecta- 
tions. 

It added that this was 
likely to be reflected in prof- 
its for the year to March 31, 
which would be “substan- 
tially in excess” of market 


forecasts. Dresdner Klein- 
wort Benson, the company's 
broker, upgraded its pre-tax 
profit forecast from £8-9xn to 
£15.2m ($24. 8m). Last year, 
the group reported profits of 
£7.6m. although this would 
have been translated into 
losses under the group’s 
new accountancy roles. 

The shares gained 132%p 
to 872%p. 

The group’s Tomb Raider 
K, which was released dur- 
ing the quarter, proved a 


huge success, selling 3.5m 
units, against 2m for the 
first version. The game, 
which featnres the feisty 
heroine, Lara Croft, is popu- 
lar among teenage boys. 
Two other successful tides 
released last quarter were 
Fighting Force, and Champi- 
onship Manager 1997-98. 

Eidos moved into the 
black for the first thug as a 
public company at the same 
stage a. year ago, albeit 
under the old accounting 


rules. In August, however. 
Coopers & Lybrand resigned 
as the group’s auditors over 
corporate governance issues. 
A month later there were 
unproven allegations of 
insider trading in the 
shares. Both events under- 
mined the share price, 
which fell from £10.40 to 
450p in five months. 

Profit forecasts for the 
current year , of £15.2m put 
the shares after yesterday's 
jump on a forward p/e of 13. 


Datrontech shares 
rise on statement 


By Charts Grosser 

Datrontech, tbe computer 
components distributor, yes- 
terday allayed market fears 
with an upbeat trading state- 
ment. 

The shares rallied 9p to 
125p. 

Last May, the company 
warned that profits would be 
hit by a slowdown in the 
growth of personal computer 
sales in the UK and Europe. 
This caosed the shares to 
plunge . 27 per cent in one 
day. During the year, they 
underperformed the market 
by 60 per cent 

The company said yester- 
day it expected to declare 
pre-tax profits for 1997 of 
£6m (£8.1m). in line with 
analysts' forecasts. ’ 

Datrontech expected to see 
steady growth in its compo- 
nent distribution sector dur- 
ing 1998. Memory chips - 
now 20 per cent of sales, 
down from 80 per cent three 


years ago — would fall as a 
proportion of its component 
sales, the company said. 
Memory chip prices had 
collapsed in the past two 
years and were still weaken- 
ing. 

It said growth in higher 
margin businesses, Including 
liwagning smd installing net- 
works and IT training, was 
continuing, which meant it 
could be confident about 
1998. 

P ianmu re Gordon, the bro- 
ker. is forecasting pre-tax 
profits of £&3m for 1998. Pat- 
rick Orr. analyst, said: 
"People are pleased that the 
company could confirm that 
it is happy with trading. Pre- 
viously, the share price had 
been suggesting that file 
company had a past and ho 
.future.” 

The company said it 
intended to at least maintain 
the final dividend at 4.2p, 
which would take the total 
pay-out for 1997 to 6.3p. 


Swimming with Goldfish to a wider pool 

Robert Corzine sees Centrica starting to answer questions raised by the British Gas demerger 
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C entrica, the domestic 
gas supply and trad- 
ing arm demerged 
from the former British Gas. 
has been one of the more 
unusual companies to join 
the FTSE 100 in recent 
years. 

At the time of last year’s 
split, Its individuality was 
mainly a source of frustra- 
tion, as investors and ana- 
lysts complained about the 
near impossibility of valuing 
a company that prompted so 
many questions. 

Would it be able to renego- 
tiate long-term take-or-pay 
gas contracts that threat- 
ened its financial viability? 
Could it repair a tattered 
public reputation? How 
much market share would it 
lose to domestic competi- 
tion? 

And could a management 
team largely unversed in the 
UK gas industry see its way 
through a regulatory laby- 
rinth while diversifying into 
the higher-margin busi- 
nesses it needs to begin pay- 
ing a regular dividend? 

The steady rise in its share 
price over the past year sug- 
gests that many of those 
doubts have at least receded, 
if not vanished. 

One of Centrica's dilemmas 
last year was that its main 
strength - a l9m-strong cus- 
tomer base - threatened to 
become its chief weakness. 
“1996 was a horrendous year 
in terms of customer ser- 
vice," says Roy Gardner, 
chief executive. Glitches in a 


RESULTS 


new computer billing system 
often left already demoral- 
ised staff helpless when try- 
ing to deal with customers. 

An expensive effort was 
launched to improve the 
response time in dealing 
with customers. Complaint 
figures have fallen suffi- 
ciently for the company “to 
turn its attention to why 
customers complain and to 
make sure there is no reason 
for thpm to call," according 
to Mark Clare, finance direc- 
tor. 

Good customer service 
was seen as the key to Cen- 
trica's ability to hang on to 
market share. The figures in 
the first two trial areas, in 
which Centrica's trading 
subsidiary has held on to a 
76 per cent share, suggests 
the strategy is working. 
Some analysts believe, how- 
ever, that Centrica’s market 
share might fall more 
steeply with the higher pub- 
lic awareness that national 
competition should produce. 

Centrica's strategy for 
countering that trend has 
been to declare itself 
Britain's only national 
energy provider, and it has 
offered sizeable discounts for 
those who buy both gas and 
electricity. 

I ts medium-term aim is to 
win 2m-2.5m electricity 
customers, which would 
make it equivalent in size to 
a regional electricity com- 
pany. 

The five-month delay 
announced for the start of 


Trying to keep llie customer, and bnrestor, 


Gaa Consumers CouncS ' 
Category A complaints (mT 



Seucatt 0 *b Obnomn Could. 


electricity competition has 
angered Centrica, which 
threatened "a bloody row" 
with the recs. Mr Gardner 
will no doubt be blunt today 
when he and the chief execu- 
tives of the recs meet John 
Battle, energy minister, to 
discuss the issue. 

Over the longer term Mr 
Gardner believes a con- 
verged domestic energy sec- 
tor will be able to support 


only “four or five players". 
Gas profit margins are only 
1.5-2 per cent while those 
in electricity are even 

thinn er. 

His prediction of consoli- 
dation in the electricity 
industry may not be wholly 
without self-interest. There 
are uncertainties about how 
Ofgas, the regulator, may 
view Centrica if it does hold 
on to the lion's share of the 
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domestic gas market Rivals 
complain that a market in 
which one company controls 
up to three-quarters of the 
business while the remain- 
der is parcelled out among a 
dozen or so others cannot be 
called competitive. Mr Gard- 
ner insists competition will 
exist when consumers are 
“fully aware of their freedom 
of choice." at which point 
price regulation should end: 
“There may always be some 
need for social regulation, 
but not price regulation." 

Uncertainties over future 
regulation make it even 
more imperative that Cen- 
trica secures si g nifi ca nt posi- 
tions in higher-margin busi- 
nesses. Richard Giordano, 
chairman during its first six 
months, believes the diversi- 
fication into new businesses 
has been one of the compa- 
ny's main achievements. 

About 600,000 people have 
joined the Goldfish credit 
card scheme. There are also 
trials to test demand for 
home insurance and security 


systems. The momentum to 
find ever more services is 
linked in part to the desire 
to exploit the potential of the 
thousands of British Gas ser- 
vice engineers, who could be 
used to TTiaintafn them. 

No stone has been left 
unturned in. the search for 
add-on services. Given the 
telecommunications back- 
ground of Mr Gardner and 
Mr Clare - both of whom 
were at STC - It is not sur- 
prising that telecoms has 
also figured in their think- 
ing. 

T here has been specu- 
lation that Centrica 
could add power gen- 
eration to the list of activi- 
ties, given that it will need 
electricity as the market 
opens. The company could 
swap gas from its More- 
cambe field for electricity, 
says Mr Gardner, though It 
would not give up More- 
cambe’s “swing" capability - 
the ability to respond 
quickly -to a sudden upsurge 
in gas demand. 

The field, the company’s 
main asset aside from the 
customer base, could also 
play a role in any future 
take-or-pay settlements. 
Although Centrica recently 
announced that the bulk of 
the problem , had been whit- 
tled down to a manageable 
scale - albeit at a cost of 
£750m ($L22bn) - it has not 
been eliminated. “If. gas 
prices fell dramatically then 
we would have a problem 
again,” says Mr Clare. 

The reduction in the 
uncertainties that sur- 
rounded Centrica cm demer- 
ger has triggered speculation 
as to when it might drop one 
of its more unattractive fea- 
tures to investors: its non- 
payment of a dividend 
Mr Gardner said "the back 
end of the year" would be an 
appropriate time to c onside r 
whether conditions were 
right to reward sharehold- 
ers. Such a reward would 
probably be in the form of a 
.one-off spedaL payment or 
share buy-back. Only after 
that would Centrica consider 
a regular dividend 
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TECHNOLOGY 


I magine a stock market in 
which the preferences of 
each trader and investor are 
captured electronically and 
fed into a single computer. The 
machine would whirr quietly for 
a few seconds and . . . hey presto, 
out would come the best possible 
combination of trades at the best 
prices to suit the highest number 
of people. 

This, or something close to it, 
is what Nasdaq, the second big- 
gest US stock market, has just 
set out to build. It would repre- 
sent the culmination of a com- 
plete technological overhaul, a 
process which has been driven as 
much by a desire to wipe the 
slate clean after the market's 
past trading abuses as an attempt 
to steal a technological lead over 
other stock markets. 

However, there are still many 
rival interest groups to overcome 
before this technologist's dream 
of financial market trading 
becomes a reality. 

Frank Zarb, the market's c ha ir* 
man, admitted as much last 
autumn when he said the direc- 
ti on in which Nasdaq's systems 
were moving was "not without 
controversy". 

And while big investors such 
as Scudder Stevens & Clark (now 
part of the Zurich group) have 
offered public support for some of 
the technologies that Nasdaq 
plans to adopt, -there has been 
notably less support from mar- 
ketmakers - a hint of bow the 
balance of power in the markets 
may be shifting. 

Nasdaq began the overhaul a 
year ago, prodded by the Securi- 
ties and Ex chan ge . Commission. 
The response to widespread trad- 
ing abuses by the market’s deal- 
ers has been to nudge it into 
building an infrastructure that 
allows its investors to interact 
more freely, rather than 
funnelling ail their orders 
through the traditional market- 
makers. 

Getting to that point raises two 
basic technological issues. 

One Is how to channel the 
hopes and fears of all the partici- 
pants in a market into a single 
mechanism to allow them to 
interact. Vested interests have a 


T he cuisine has never been 
among the attractions of 
space travel. Astronauts 
have mostly made do with 
unappealing concoctions that 
could be freeze dried, 
vacuum -packaged or in a tube. 

But the difficulties of whetting 
the early astronauts’ appetites 
are dwarfed by the challenge of 
planning the menus for future 
space colonies. Nasa is exploring 
these issues with tbe help of 
catering experts and taste panels 


A share in 
Nasdaq’s future 

A system overhaul aims to channel users 1 wishes 
into a single mechanism, writes Richard Waters 

Proposed Nasdaq system with OptSMarfc 
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way of fragmenting the flow of 
orders, preventing tbe free and 
open interplay of buyers and sell- 
ers. This makes it as much a reg- 
ulatory as a technological 
issue. 

Tbe second problem is pure 
technology: how to build a com- 
puter trading system that makes 
sure everyone gets the best price, 
performing the negotiating func- 
tion which is normally handled 
by dealers. In tbe Jargon of stock 
markets this is known as “price 
improvement" - the process of 
negotiating a better price than 


the basic one that appears on a 
trading screen. 

On the first point, much of the 
technological infrastructure is 
already in place. Nasdaq began 
work on a new automated order 
routing system a year ago. 
prompted by new SEC regula- 
tions on how orders flowing into 
to the market should be handled. 

In October, the market decided 
on an additional refinement to 
this: a so-called limit order file, 
an electronic noticeboard where 
investors post orders to buy or 
sell shares. The move echoes 


No room for space jam 


at Cornell University. 

In IS to 20 years* time, people 
could take part in missions 
lasting several years, such as 
establishing a lunar scientific 
colony or exploring the surface 
of Mars. If so, astronauts wifi 
have to use “bioregen erairve life 
support systems” in which 
plants and micro-organisms 


regenerate air, water and food. 

Because of the huge cost of 
taking food along, only about 15 
per cent of calories will be from 
earth-made food - mostly fats, 
flavour concentrates, meat and 
dairy products, and luxuries 
such as chocolate. 

The staples will be wheat and 
potatoes, complemented by rice. 


soy, peanuts, salad and herbs, 
which will be grown in 
artificially lit, 

temperature-controlled space 
farms. The researchers are 
developing sweeteners and oils 
from wheat and potatoes. 

The goal is to create a menu of 
at least 100 vegetarian recipes. 
So far, dishes being developed 


buman beings to make the 
trades. 

That is where the final piece 
fits in (see graph). Last week. 
Nasdaq revealed that it was plan- 
ning to bolt a private automated 
trading system, known as Opti- 
Mark. on to its public market sys- 
tem. And. in an unusual move to 
keep control of the technology. 
Nasdaq also plans to buy 10 per 
cent of the company behind the 
system, rising to 25 per cent if it 
is a success. 


O ptiMark is an automated 
crossing system, similar 
to ones in use in many 
other markets around the world: 
it pairs off buyers and sellers and 
executes their transactions auto- 
matically. But its backers claim 
that it is unique in allowing trad- 
ers and investors to eater a. range 
of preferences. They might, for 
instance, be prepared to buy 
50,000 shares in a company at one 
price, but 100.000 shares if the 
price was a little lower. These 
various preferences, entered 
through a standard Nasdaq ter- 
minal, would be used to "negoti- 
ate" better prices. 

Under Nasdaq’s plan, institu- 
tional investors would enter their 
own orders direct - another shift 
away from the dealer market. 
The "black box" trading system 
would then draw on all the mar- 
ket’s other sources of liquidity - 
its marketmakers' price quotes, 
tbe limit order file, tbe private 
networks - and carry out a 
matching session ever)' 90 sec- 
onds. The computing power 
required to puli this off - billions 
of calculations might be required 
for a single trade - has only 
recently been available cheaply 
enough to make it possible, says 
Bill Lupien. one of the founders 
of OptiMark. 

Even if technologically possi- 
ble, though, there are still many 
potential obstacles. Apart from 
regulatory issues, there is a long 
history of unfulfilled promises 
being made for systems that 
bring investors into direct con- 
tact with each other institutions 
like the idea in theory, but often 
find it easier to deal the way they 
always have. 


changes already made by the 
London Stock Exchange, whose 
own original quote-driven trading 
system was based on Nasdaq. 

Also prodded by the SEC. elec- 
tronic bridges were built to pri- 
vate trading networks like Instl- 
net. That has made the buying 
and selling interest on these net- 
works more visible to the market 
as a whole. 

When all these pieces are In 
place, much of the buying and 
selling interest that drives the 
market will be visible on Nasdaq 
screens. But it will still take 


have included basil pesto with 
spy nuts, pasta primavera and 
tofu cheesecake. 

The researchers want to give 
tbe astronauts a familiar, 
attractive and tasty diet, says 
David Levitsky, professor of 
nutritional sciences and 
psychology at Cornell. “Food 
plays a critical role in the 
overall psychological well-being 
of isolated crews." 

Vanessa Houlder 
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Rubbish fires 
petrol substitute 

Princeton University ha s 
patented a petrol substitute 
that can be made from rubbish. 
It says that the fuel, which can 
compete on cost with petrol, 
will reduce pollution and the 
emissions of greenhouse gases. 

The fuel, devised by a 
researcher at Princeton's 
Plasma Physics Lab, is a 
mixture of ethanol, 
methyltetrahydrofuran and 
natural gas liquids. This 
“P-series" fuel can be produced 
from waste paper, cardboard, 
sawdust, lawn clippings, s tr a w, 
forestry cuttings or specially 
grown crops such as some 
grasses and corn. 

Princeton has licensed the 
fnel to Pure Energy 
Corporation, a privately-owned 
fuel company based in New 
York and California. 

The fuel can be used either 
separately or in combination 
with petrol in certain vehicles. 

Pure Energy Corporation: US. 
tel 2129386923; http:U 
teww.pure-energy.com 

Wave goodbye to 
boat damage 

In very severe storms, boats 
can get damaged even in 
harbour. The problem is that 
when storm waves move into 
shallow, confined waters they 
form secondary “long waves" 
that churn up the water, which 
damages the boats. 

Now researchers at the 
Technfon-Israel Institute of 
Technology have devised a 
forecasting system that will 
provide advance warning of the 
kinds of weather conditions 
capable of inflicting damage on 
boats in port. With 48 hoars 
notice, the boats can be 
positioned out of harm's way. j 
The system is a software 
package that calculates the 
potential impact of a storm by 


analysing meteorological data, 
together with the size, shape 
and location of the port. It is 
particularly suitable for 
predicting the behaviour of 
long waves, which are usually 
difficult to forecast. 

American Technion Society : 
US. tel 2122626200; 
technion.ac.il 

Set-top boxes 
receive a boost 

Philips Semiconductors has 
designed a satellite receiver 
chip that promises to cut the 
manufacturing costs of set-top 
boxes by up to 30 per cent. 

The new chip makes it 
possible to reduce the number 
of components in set-top boxes 

because it cuts down the 
number of steps required to 
process the output signal from 
the satellite dish, ft allows tbe 
receivers to be made using 
three low-cost integrated 
circuits instead of five or more, 
as currently needed. In 
addition, the new design should 
give viewers better picture and 
sound quality, particularly 
under poor signal conditions. 

Philips Semiconductors : 
Netherlands, fax 40272JS25: 
http.'Hjeu-w.semicoKductors. 
philips.com 

Vaccine hope over 
peptic ulcers 

Peptic ulcers used to be blamed 
on diet or stress. Now, they are 
increasingly blamed on 
Helicobacter pylori, a bacterium 
that inflames the stomach 
lining. The majority or the 
world’s population is infected 
with the bug, rife in areas of 
poverty. 

Hopes of finding a cheap 
vaccine against the infection 
have been raised following a 
discovery by researchers at 
Washington University School 
of Medicine of how the 
bacterium clings to the 
stomach wall. A vaccine would 
also guard against gastric 
cancer, which mostly occurs in 
people infected by H Pylori, 
according to a report in Science 
magazine. 

The scientists highlighted a 
bacterial protein that allows 
the H pylori microbe to cling to 
the stomach lining. 

Washington University School 
of Medicine: US. tel 31-12S60119; 
http:llmedschoolwusU.edul 
research I 
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GOVERNMENT OF REPUBLIC OF MACEDONIA 

INVITATION TO EXPRESSING OF INTEREST IN CONSULTANCY 
SERVICES FOR CONCESSION OF THE “CEBREN” PROJECT 

The Government of Republic of Macedonia intends to hire a consulting company for preparation of tender documents for the 
construction of hydro power facility, dam, and hydro power plant “Cebren" (hereinafter referred to as HPP "Cebren") by means 
of concession. 

HPP “Cebren" is located oa the Cma Reka river SI +000 km to 103+500 bn away from the inflow into tbe Vardar river. Tbe 
project consists of an arc dam with die related equipment, appropriate storage lake, electric power and related transmission 
equipment. There is a Feasibility Study and Preliminary Design with tbe whole scope of researches. The fundamental 
parameters of HPP “Cebren" are as follows: 

■ dam height ]%L5m 

■ total storage volume 915 million m 3 

■ live storage volume 555 million m* 

■ installed flow 180 mYs 

■ installed power 254 MW 

■ average annual production 300 GWh 

The main project objectives are the following: 

■ preparation of final design 

■ development of accompanied infrastructure facilities 

■ construction of facility, dam and HPP “Cebren” 

■ procurement and installation of equipment 

For the purpose of granting a successful concession and selection of die most satisfactory concession provider with respect to 
HPP “Cebren" project, the Government of Republic of Macedonia intends to select and appoint a consulting company of a 
corresponding experience for providing consultancy services with similar BOT projects. Tbe consultancy services shall be 
required for the following Project stages: 

■ identification of current Project status; 

■ preparation of Requesr For Proposals (RFP) Memorandum of Information and draft Power Purchase Agreement (PPA ); 

■ assistance in guiding the tender procedure through selection of a final concession provider; 

■ assistance during negotiations related to technical (electrical, civil engineering, mechanical), financial, and legal 
agreements with tbe concession provider selected, international financing institutions and Government; 

■ commitment in respect of arranging and closing the. Project financial structure in co-operation with the concession 
provider selected, international financing institutions and die Government. 

The consultancy services are expected to be provided by a unique leading company which may merge with various persons or 
firms such as experts of financial, technical, and legal field. 

This public notice is open to companies of any country. From the companies expressing the interest to the public notice a pre- 
qualification selection shall be made which shall be invited to submit their proposals. 

It is expected the consulting company to start delivering i(s assignments in June 1998 and to work as long as tbe final contract 
signature with tbe selected concession provider. ' ; 

To det er min e the capability and experience of interested consulting companies, it is necessary they send the information along 
with foe expression of interest, which shall contain the following: 

■ general information on the consulting company (organisation), legal status of consulting company, registration, : 
experience, financial capability and references of tire te-un recommended; 

1 V - data on experience obtained in similar assignment (type and scope) during the implementation of BOT projects over the 
. ' last 5-10 years indicating foe sector and country with a special emphasis on concession as to hydro power plants; 

■ legal status of foe consulting company and registration; 

■ statement declaring it shall not participate u consulting the prospective concession provider: 

For the purpose of financing the Contract, funds -shall he provided by foe Government of Republic of Macedonia. 

The proposal expressing interest shall he submitted in writing in six (6) copies in Macedonian or English in a sealed envelope 
marked: “Expression of Interest for Consultancy Services related to Concession for HPP Cebren Project" 

The deadline fix proposal submission expressing interest is not later than 17 February 1998 by 3.00 o’clock pan. local time al 
foe following address: 

- Ministry of economy, Plostad Macedonia 91 000 Skopje, Republic of Macedonia 

Proposal* expressing interests may be sulsniiied and farther information obtained from tbe contact person: 

Nikola Cerepnalkovski, Assistant Minister 
. . Tel: +389 91 227-507 (+389 91 119 155) 

■ Fax; +38991111 541 


FINANCIAL TIMES 
Conferences 

THE 16th ANNUAL FT NEW MEDIA & BROADCASTING CONFERENCE 

23 & 24 February 1998 
Hotel Inter-Continental, London 


The FT New Media & Broadcasting conference has established itself as the premier event in Europe for the cable, satellite 
and broadcasting industries. 


CONFERENCE TOPICS INCLUDE 

• Will digital terrestrial television consolidate tbe 
terrestrial platforms' strength? 

• Will the networks still be able to deliver the masses 
in the future? 

- ‘Satellite offences’- tbe future of direct to home 
television? 


- Cable TV and telecoms companies - convergence 
or divergence? 

• Leveraging old media into new 


• Tbe growing importance of brands and marketing 
in a multi-channel future 


SPEAKERS ACCEPTANCES INCLUDE 


Mr Mark Booth 


British Sky 


ing Li/mud 


Mr Stewart HU 

President of International 
Polygram Filmed Entertainment 

Mr David Montgomery 

Chief Executive 
Mirror Group pic 

Mr Duncan Heath 

Chairman 

International Creative Management Ltd 

The Rt B«w Chris Smith 

Secretary of State for Culture. Media and 

Sport 


Supponed by 


Ms Patricia Hodgson 

Direcar of Policy & Planning 
BBC 

Mr David A Hilton 

Chief Executive 

British Interactive Broadcasting 


President & Chief Executive Officer 
NetChannel Inc 

Mr Bernard GuiDou 

Vice President 

Development & Strategic Planning 
Canal +■ 

Mr Chris Cramer 

President 
CNN International 


Mr Richard Eyre 

Chief Executive 

Independent Television Association 

Mr Graham Wallace 

Chief Executive Officer 

Cable A Wireless Communications 

Mr Adam Singer 

Chairman 

Flextechplc 

Mr Donald D Wear, Jr 

President 

Discovery Networks, International 


Mr Andy BirehaD 

Chairman 

On Demand Management Lid 
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INTERNATIONAL CAPITAL 


European sector suffers correction 


GOVERNMENT BONDS 


By Simon Davies in London 
and John Labate 
fn New York 


European government bond 
markets suffered a correc- 
tion yesterday, in spite of a 
further collapse of the Indo- 
nesian rupiah and a modest 
recovery in US Treasuries. 

Nonetheless, Andy Bevan, 
senior international bond 
economist at Goldman 
Sachs, said: “Prom a global 
markets perspective, we 
would be shifting back to a 
neutral position on bond 
markets. We would be 
under-weight in Japan and 
the US, and over-weight in 
Europe, as we think the US 
is more vulnerable to a shift 
in infla tion expectations." 


US TREASURIES were vol- 
atile in early trading, after 
the release of surprising new 
figures on the US trade deft 
cit. By midday the bench- 
mark 30-year Treasury bond 
had gained g to 1Q4&, send- 
ing the yield down to 5.818 
per cent. 

Shorter-term issues also 
moved higher. The two-year 
note was up £ to I00£. yield- 
ing 5 365 per cent, while the 
10-year note was higher at 
HMjj. yielding 5.567 per cent 
The Federal Funds rate was 
at 5.43 per cent. 

The Commerce Depart- 
ment released trade figures 
for November showing the 
deficit fell to $3bn from a 
S9.1bn deficit in October. 
Exports fell 1.3 per cent to 
$79.2bn and imports by 2.3 
per cent to SS78bn. 


"The trade deficit was a 
lot better than anyone expec- 
ted," said Cheryl Katz, 
senior economist at Merrill 
Lynch in New York. The 
new figures have led her to 
ratchet up her GDP estimate 
for the fourth quarter to 
about 4 per cent Ms Katz 
also expects the trade gap to 
widen in 1998 as a result of 
the Asian crisis. 

Initially the trade figures 
had little influence on Trea- 
suries but later in the morn- 
ing, as analysts raised their 
estimates of fourth-quarter 
growth as a result of the 
new trade data, prices fell 
back. By midday, however, 
buyers had stepped back in. 
sending prices higher again. 

GERMAN BUNDS gave a 
mated response to a pick-up 
in the 1FO business clima te 


index in December, despite 
earlier rumours that it 
would register a sharp fall. 

The March contract fell 
only 5 or 6 ticks initially, 
and the government auction 
of 30-year bunds went well, 
with yields falling below 
those of the 2027 issue. 

However, sentiment was 
affected by the increase in 
the size of the Cades French 
franc issue, and the March 
contract settled 0.47 lower at 
105.90, close to the day's low. 

David Keeble, European 
bond strategist at Credit 
Suisse First Boston, said: 
"The 5 per cent yield level 
on the bund is proving 
awfully difficult to break 
through. But when we get 
softer economic numbers 
coming through, which 
should happen next month. 


I think it will challenge 
that level again." 

ITALIAN BTPs lost some 
ground against bunds, fol- 
lowing disappointment that 
German chancellor Helmut 
Kohl had failed to endorse 
Italy’s bid for Emu member- 
ship in his meeting with 
Italian prime minister 
Romano ProdL 

The March contract In 
London settled 0.66 lower at 
117.82, and the spread 
against bunds widened by 2 
basis points to 35 points. 

UK GILTS got off to a 
strong start gaining 19 ticks 
after the release of surpris- 
ingly gloomy retail sales fig- 
ures for December. Non-food 
sales were the lowest of any 

month since May. 

However, gilts fell foul of 
the European malaise, and 


the March contract settled & 
lower at 123%. Analysts said 
the market had been ripe for 

p rofit - faking . 

Nonetheless, it was the 
strongest performer of the 
Tpain European markets, and. 
the yield spread against 
bunds narrowed by 4 bams, 
points to 105 points. 

* Credit Suisse First Bos- 
ton yesterday claimed to be 
die first international invest-' 
meat hank to structure its 
European government bond 
trading division by maturity, 
rather than by individual 
cnrrendes. 

Others are set to follow in 
the run-up to European mon- 
etary union, as fund manag- 
ers start trading ma t urities 
within Europe ratter than 
by country and currency 
allocation. 


By Jeremy Grant in Hanoi 
and Edward Luce in London-: 


First tranche of Cades 
euro-tributary offering 


New international bond issues 


INTERNATIONAL BONDS 


By Samer Iskandar 
and Edward Luce 


Cades, the French 
state-backed entity set up to 
manage the accumulated 
debt of the social security 
system, yesterday launched 
the first tranche of its euro- 
tributary deal announced 
earlier this week. 

CDC March&s. global co- 
ordinator. said the launch 
had gone smoothly and it 
had almost entirely sold its 
allotment. The launch 
spread was set at 15 basis 
points over OATs, with 
existing Cades bonds matur- 
ing in 2007 trading at a 
spread of 14 basis points. 

Cades said the D-Mark 
tranche would be issued “as 
and when market conditions 
are favourable". 

The two tranches will 
have identical structures 


and will merge into a single 
bond after redenomination 
into euros in January 1999. 

Paribas was joint lead 
manager of the French franc 
deal. Deutsche Morgan Gren- 
fell will be joint lead man- 
ager of the D-Mark tranche. 

FHC - Frankfurter 
Hypothekenbank Central- 
boden - one of Germany’s 
largest mortgage lenders, 
yesterday became the second 
issuer to launch Pfandbrief 
bonds denominated in ster- 
ling. Pfandbriefe are securi- 
ties collateralised by large 
pools of assets, such as mort- 
gages or loans. 

A roadshow was staged in 
October but Barclays Capital 
and Deutsche Morgan Gren- 
fell lead managers, said the 
borrower had preferred to 
wait for "the right market 
conditions". 

Barclays said the deal was 
fully subscribed and the 
yield spread had tightened 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 
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10 YEAR BENCHMARK SPREADS 

Spread Spread 


Spread Spread 



BW 

VS 

VS 


Bid 

m 

Australia 

5-78 

♦a as 

♦020 

Near Zealand 

6/S7 

+104 

*1.09 

Austria 

521 

*aoa 

-007 

Ncrway 

501 

-018 

-027 

Bsigtam 

5.1B 

*005 

-040 

Ftarlugi 

5/40 

*027 

-018 

Canada 

506 

♦025 

-020 

Spain 

507 

*024 

-021 

□•rural! 

5 41 

*028 

-0.17 

Seedra 

501 

*o.*a 

-003 

rnMUKJ 

614 

*0.01 

-0/44 

Switzerland 

105 

-2.08 

-253 

Francs 

6.13 

- 

-045 

us: 

009 

*036 

*051 

Germany 

6.13 

- 

-0/45 

us 

asa 

♦046 

- 

Ireland 

6*3 

*0 30 

-015 

ECU 

521 

*003 

-037 

fc*/ 

6A4 

+031 

-0.14 

Source: Waracnra Data/FT Mmnatiw 

Japan 

101 


-3.77 

London doom. * 

New Yak ctasna. 


NaoertnOs 

509 

-0.04 

-0/40 

AnrudaedyMd baafa. 




EMERGING MARKET BONDS 








Day's 

Mth's 

Sprd 


Red 


SIP 

Bid 

Bid 

chge 

chge 

vs 

Jan 21 

data Coupn 

Rating 

price 

yMd 

ytd 

vw 

US 

; ■ 'EUROPE.. •• . 

, . ’ 



: : 




Croatia 

02/02 

7.000 

BBS- 

92.8898 

9.12 

*0.05 

+007 

+3.71 

Potend 

07/04 

7.125 

BBS- 

102.1842 

6.70 

♦0.05 

-021 

+122 

Russia 

06/07 

10.000 

BB- 

892000 

1192 

+028 

-0.44 

+626 

■ LATIN AMB0GA 








Argentina 

09/27 

9750 

BB 

93.9500 

10.40 

+006 

-0-48 

+457 

Brazfl 

05/27 

10.125 

BB- 

000500 

1123 

+008 

-O.S2 

+5.40 

Mexico 

05/26 

11000 

BS 

1172500 

9.69 

+0/07 

-025 

+3.87 

■.MM/’"' 









China 

07/06 

7.750 BBB+ 

101.7626 

7.45 

+0.05 

+0.34 

+1.92 

Phfippkies 

10/16 

8.750 

BS* 

87.3745 

1028 

-0.44 

+027 

+4^9 

Thailand 

04/07 

7.750 

BSB- 

882120 

10.69 

+0.11 

+1.49 

+5.13 

• ARWaUWOOLfi EAST 







Labarm 

07/00 

9.125 

BB- 

1015000 

7.95 

-0.11 

+0.13 

+2^ 

Souh Africa 10/06 

8.37S 

BB+ 

98.8856 

8J5 

*0.05 

*0.58 

+302 

Turkey 

09AJ7 

10.000 

B 

1012804 

9.77 

+0.02 

-028 

+421 

KPRADVBONDS 








Argenttea 

03/23 

5.500 

BS 

72.8800 

8.62 

+006 

-0.19 

+284 

Braze 

04/14 

4000 

BB- 

75.1300 

10/49 

+0.19 

-4L48 

1403 

Mexico 

12/19 

8250 

BB 

832500 

728 

+0.08 

-020 

*2.13 

Venezuela 

03/20 

6.750 

B+ 

84.7500 

826 

+009 

-0.11 

+2.52 


London daring. Moos In U3S. 
St inted & Poor's manga. 


Source: kmaettra Dma/FT I 


by about one basis point 
from its launch level of 34 
points. With a 10-year matu- 
rity, the issue was mainly 
aimed at European institu- 
tional investors. 

The WORLD BANS liv- 
ened up the shorter end of 
the market with a $500m 
three-year deal priced at a 
relatively comfortable 
spread for investors. ABN 
Amro, Joint lead manager 
with Lehman Brothers, 
described the deal as a 
"blow-out". 

RABOBANK, in contrast, 
was seen as too ambitious 
with a $250m five-year offer- 
ing priced fiat to the World 
Bank deal at just under 15 
basis points over the yield 
curve. “It was a tight retail 
deal which might sell la 
time but it was a bit optimis- 
tic to price flat to the World 
Bank." said one trader. 

SANTANDER, the Spanish 
h ank launched its inaugural 



Amount 

Cotridfl 

Price 

Mrintty 

Fees 

■ US DOLLARS *• ’ 

rn_ 

% 



% 

Residential Funding 2(a» 

517.88 

lal) 

100.00 

- 

- 

Santander Intgnadonri 

500 

5075 

99.489R 

Jan 2003 

020R 

World Bank 

500 

5.50 

99.854R 

Feb 2001 

0.1875R 

CSFB, London Braneh(b)§ 

250 

2.00 

100.00 

Feb 2006 

2.50 

Rifeataank international 

250 

5.50 

99.73R 

Feb ZOOS 

Q225R 

SunAmettea Inst Funding^ 

200 

tc) 

99.917 

Fab 2003 

020 

KfW inti Fmanee(d) 

100 

6275 

9920R 

Feb 2008 

0.325R 

Cretfi Local da France 

100 

5.75 

100 2935 R Mar 2001 aiSTSR 

■ D-MARKS' _ 
Hypottiekanhank In Essenfe) 

ibn 

300 

96089R 

Jan 2000 

0.04R 

Bar* Austria 

500 

4.50 

99 2fS\ 

Feb 2003 

02SR 

■ STERLMG 

Frankfurter Hypofe) 

250 

6275 

99.446R 

Feb 2008 

032 m 

■ FRENCH FRANCS 

Cades 

8bn 

5.125(1) 

98.736R 

Oct 2006 

0.32m 

Abbey National pic* 

lbn 

(D 

100.00R 

Feb 2009 

0.40R 

■ LUXEMBOURG FRANCS 





• - 

Cretan Overeeasfl) 

2bn 

Is) 

10220 

Jun 2004 

1.875 

■ ECU 

European Ccrernunftyfti)* 

125 

ten 

9993R 

Feb 2008 

0.1 7SR 


Morgan Stanley DW 


ABN Amro Bank 
Moigsi SMey DW 


-T6>5f7Jan0a) 0 


Credit Lyonnais 


Bacob Bank Luxembourg 


Salomon Sn*h Barney 


Final terms. non-caOable uiless stated. Yield spread {over govt bond) at launch suppGed by toad maiagor. §Comrertible. t 
Floating-rate note. R: Fused re-otter price; fees shown at re-offer level a) Mortgage Securities. A wags life: 331 yi*. at) 
1-mth Libor +8bp. b) Exchangeable into registered riire of UBS AG or 60740 bzstet at LBS bsaer/SSC registered at Mtiai 
22.996 premium. Callable after 3 yrs at par. c) 3-mth Ubor +ft%. d) Callable amualy tan 1372430 st par. e) Oafhntfiche 
Ptandbnef. I) Tec-10 -70bp. g) 4% to IVB/OI. then 69496. h) AmarttMB tan 10/2/05: av&fe 8% yis. CeOablefrorn Fob 01 at 
par, hi] 6-mtti Libor -12vibp. d Joints: ABN Amro. Corrniarzbanfc. Dradner. HS8C. Lehman, f) Lmg 1st coupon. 


fixed-rate dollar issue in a 
S50Cim offering. Salomon 
Smith Barney, lead manager, 
said the deal was priced in 
line with other double-A 
credits at a spread of 50 
basis points over five-year 
Treasuries. 

Commerzbank’s five-year 


dollar paper is trading at a 
spread of 44 basis points, for 
example, while Westpac is 
trading at 50 basis points. 
Salomon also said investors 
were reassured by San- 
tander’s low exposure to 
Asia, although the bank is, 
of course, heavily exposed 


to Latin America. 

The EUROPEAN COMMU- 
NITY kept the Ecu sector 
ticking over with a Ecul25m 
10-year offering. Bankers 
said the de a l gave investors 
some pick-up over similar 
paper by the European 
Investment Bank. 


Vietnam is planning to issue 
more than 5550m in Brady 
bonds oh February 19' to set- 
tle commercial arrears owed 
to ttsl+andon Club creditors. 

However, bankers said the 
issue, was. likely, to be 
received poorly on the mar- 
ket due to the Asian finan- 
cial tnrmofl-and doubts over 
the country's macro - 
economic stability. \ 

• Phi Dang Minh, a central 
hanif nBipfar «airf nil Viet- 
nam's credit ors - mainly 
Japanese and . European 
institutions - had accepted a 
deal finalised last wnnHi 

After debt reduction calcu- 
lated by Vietnam'- at more 
than 50 per cent, Hanoi win 
issue $235m of par bonds 
with a 30-year maturity. 
$25m of discount bonds and 
$295m of past due interest 
bands, all backed by the US 
Treasury securities. 

Mr Mmh said the central 
b ank- might convert- the 
Bradys into other types of 
paper "given the dwindling 
popularity of Brady-style 
debt deals. “We do not have 
a specific timetable because 
it is our wish to complete 
the London Club [arrange- 
ments] first,” be added. 

Analysts in London were 
sceptical of Vietnam’s ahility 
to convert Brady bonds into 
conventional uucollateral- 
ised debt in the near future. 
Although several Brady 
countries, including Brazil, 
Argentina, Mexico and the 
Philippines, bad undertaken 
Brady exchange deals in the 
past 18 months, they were in 
a much better position to do 
so than Vietnam. “It will be 
at least two years before the 
markets are ready to accept 


pure' Vietnam risk on that 
scale," said one trader- 
-■ in addition, bankers said 
that because premiums- I d 
A sia had risen so sharply in 
_ recent months, .trade in the 
'’Vietnam Brady, bonds was 
hkdy to be sluggish, with 
most buyers simply using: 
;the ^instruments as “exotic 

- paper" to help divinity ttefr : 
portfolios. 

“The best bne'ean hope for 
■ is they'll trade at spreads 
that are equivalent to their 
-[Vietnam's] current -rating." 
said Ronald Solberg, head of 
research at; Chase Manhat- 
tan in Hong Kong. ’ - ... 

- - Moody's, the US rating, 
agency, last year assigned 1 ,a 
Ba3 rating, to. a planned 
$l00m-$l50m eurobond issue. 
But bankers say the rating 
no. longer reflects Vietnam's . 
de teri o rat ing- economy/ jack 
©t progress in tackling 
reform of state enterprises 
and the financial sector and 
intense pressure on its over- 
valued currency from 
regional devaluations. - 

“With a six-month view;, 
if there's no .strong commit-; 
inent to initiate structural- 
referms, L think that rating 
could be- vulnerable to a 
downgrade." Mr Solberg 
said. ' 

Bankers had thought the; 
eurobond might follow the 
Brady issue, but the Interna- 
tional Monetary Fund has 
warned Hanoi . against 
launching an issue until it 
has taken steps to restart 
stalled economic refo rms.' ; 

An IMF mission left Hanoi 
yesterday saying it had 
made “no progress" in talks 
with the government over 
terms under which fresh 
concessional funding - con- 
tingent on such reforms - 
might be released: 


BOND FUTURES AND OPTIONS 
France 

■ MOTIOHAL FRENCH BOND FUTURES (MAT1R FFfSOOJOO 

Open Sett pnea Change H#i Low EsL voi. Open fciL 
Mar 102.90 102.66 -0.34 103.10 102.62 123,977 13331 1 

Jun 10222 101.98 -034 102.30 102.1 2 558 3.054 

Sep 101.98 101.74 -024 101.98 10138 2 

■ LONG TERM FRBICH BONO OPTIONS (MAUF) 


US CORPORATE BONDS 


Red S S P Bid 
Jan 20 date Coupn Rating price 

. ■ urairsES 

Pac Bell 07/02 725 AA- 105.1298 

MY Tel OS/25 7.00 At- 100-3383 

CWE 05/08 8-00 BBS 1103354 


Day's Mill’s Sprd 
Sid efige eftgo v 

yield ytd ytd Govts 


5.91 -939 -024 +0.49 
637 -939 -038 *1.15 
637 -939 -0.13 +132 


INTERNATIONAL BONDS 

. 03/3 Mill's Spread 

Rad S 8 P BW Bid chge chge v 

Job 21 date Coupon Rating price ytd ytd . ykf Govts 

BS 02/07 5.750 AAA 1042100 5. IB +035 -0.12 *0.12 

Spain 01-07 5.750 AA 1033600 524 +034 -0.17 *020 

PMp Morris 03/04 5375 A 1005200 527 +037 -0.12 +055 


Price Jan Feb Mar Jan Feb Mar 

97 5.06 536 5.17 - . - 0.10 

98 436 4.86 425 - 0.01 020 

99 336 3.88 3.40 005 037 

100 237 233 2-62 0.Q1 008 0.49 

101 - 1 .88 2.04 1 .94 0-02 0.19 0.79 

Est (OL total. Cafe 8.065 Pin 13457. Prows dm/s opan M. C* 90163 An 145.102. 


■ HNANCUiLS J f ; 

6ECC 05457 8.75 AAA 118.6360 

Banc One 08/02 725 A+ 1052185 

US West 01/07 720 BBS* 104.9499 


6.09 -939 -020 +034 
531 -939 -020 *049 
656 -939 -0.15 +131 


RrtandFRN . .08/02. 3320 AA 100.7033 4.89 .*037 -0.19 -023 


Germany 

■ NOTIONAL G BIMAW BUTffl FUTURES (UFFE)* DM250.000 IQOths of 100% 
Open Sett price Change High Low Eat. voi Open hit 
Mar 108.33 10530 3.47 106.55 105.82 269732 260405 

Jun 105.79 10522 -0.47 105.79 105.B8 95 4828 


■ INDUSTHALS • .. 

WWKTech 04/99 625 A - 

WaJ Mart . 05/02 6.75 AA 

Dayton Hud DB/21 9.70 BBS* 

■ AGENCIES 

FHLMC 04/07 7.14 N/A 

SLMA 03/00 750 N/A 

FNMA 02/18 835 N/A 

FFCB 06/06 8.95 N/A 


100.1890 

1034987 

131.6944 


637 -939 -033 +137 
531 -939 -0.30 +029 
634 -939 -037 +1.12 


109.0961 

1033417 

132.1529 

1202104 


534 -939 -020 *029 
5.50 -939 -022 +0.16 
6.13 -939 -Q.18 +021 
534 -939 -0.19 +028 


Austria 

01/04 

5200 

AAA 1030700 

•404 

4008 : 

-au 

Abbey Nat 

0204 

0000 

AA 1050400 

406 

+006 -013 

Cied Fonciar 

02/04 

9.125 

•A 1190100 

528 

+6.05 : 

-ai3 

3GIFFRN 

12/01 

3.750 

AA- 980486 

427 

+006 

-0.13 


■-/ :'.**■ 

: 

*• “t ,-at ««.rsf ■ 

Ui.:-* r-\ ■ 


1 . -■ ****»■' ■■ 

BB 

02/07 

7.000 

-AAA 1100500 

5.45 

+0.08 -a 03 

Abbey Nat 

02412 

5000 

AA 1060800 

5.10 

+007 

-0.14 

WaitOsney 

06/00 

8023 

'A 1070900 

3.18 

+007 

-007 

ElBFRN 

03/01 

5025 

AAA '100.1755 

405 

*003 

-006 


■ BUND FUTURES OPTIONS (UFFE) DM250.000 paints of 10044 


. ■ HIGH YIELD 

Stone Cant 02/01 9.88 B 

AKSti 12/01 9.13 BB- 

Pacafla 06/D4 10.75 B- 


1013000 

104.7500 

985000 


StiikH 

Price 

Feb 

Ms- 

CALLS " 
Apr 

Jun 

Feb 

Mar 

PUTS 

Afri 

Jun 

10550 

0.47 

0.68 

003 

1 .I 6 

0.07 

0.49 

1.01 

104 

10600 

0.17 

0.61 

001 

0.93 

027 

071 

129 

101 

10650 

004 

009 

043 

0.73 

064 

0.99 

1.61 

101 


Now Ycrt dodru. 

Sandorrf 1 Poor's rat+igs. YWdX Wrt i ml I 


: taferecara 0— /FTlnla m i iiUgn . 


Est rat. toM. Cafe 28688 Pula 27414. Pntvtou* de/B apwi fts. Cafe 234331 Pun 281742 


US INTEREST RATES 

Latest 


Treasury Bffls and Bond YfefcB 


■ NOTIONAL GERMAN BUM) (BOBIJ FUTURES 
(DTB1 DM250300 lOQJhs of 100% 


Open Sett price Change 
105.10 10532 -3.11 

104.58 10459 -0.13 


High Low Est. uai Open ini 
10522 10432 203222 224227 
104.58 10458 451 1.130 




Ow month 

- 

Two year. 

527 

Ware rata 

- 5J 2 

- 7L* 

TTra rotrth 

5.12 

Rwyeg .... 

5.44 

Fefijurab 

- 5. T . 

Eb aotSi 

5.19 

10-year 

556 

Founds to torwttoe 

(tea year 

522 

3t+vear 

503 


BB 12/07 7325 AAA 109.0312 B28 +0.02 -021 *023 

DreednwBt 1237 7.750 AA- 1063553 B38 +032 -0.17 +0.75 

British G88 • 03/00 7325 A+ 1008891 7.16 -032 -015 *0.43 

Abbey Nat FRN 02/02 7330 AA BB3758 526 -031 -0.13 -0.13 

m . ew>» L i " 

BS 04/07 7250 AAA 1093767 534 +035 -0.19 *028 

ABN Amro 06/07 7.125 AA- 1052671 827 *0.04 -0.11 +021 

Ckjebec 0U07 7300 ' Ar 104.5468 623 *0.04 -0.13 +077 

Cttfcorp FFM 0234 5338 A+ 99.1783 6.10 +038 - +032 

Bayer L-Bk 0834 9500 AAA 119317B 5.75 +032 -023 +023 

Tonanta 05/04 8500 AA* 1153046 531 +033 -034 +039' 

Bed Canada 07/99 10.625 A* 1083205 554 -031 -022 +130 

Deotscne B FFW 0»02 5375 AAA 1012077 555 *0 02 -0.09 +0.11 

WoridBar* 03/02 5250 AAA 1182500 120 *035 +0.12 +020 

Spain 03/02 5.750 AA 1182900 121 +637 +QJ2 - +021 

Cred Fonc/er QBfOZ 4.750 A 113.1875 1.70 +037 +0.10- *0^70 

Italy FRN 07/99 0594 AA 1003179 q^q +039 +0.02 -007 


London ckalng. Source Uteracttra Data/FT infarmai u ii 

Sfendord & Poa/9 racings. VUdK Local maria Btandard/Annuafead bads. 


■ NOTIONAL OBIMAN BOCL RJTURES |UFFE)* PM25qOOO IQOths oi 100% 
Open Sett price Change High Low Est. voi Open Int. 
Mar 105.10 104.89 -024 105.17 10437 3.145 29.955 

Jun 104.75 10435 -024 104.75 104.75 220 


UK BONOS 


FTSE Actuaries Govt. Securities 


Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FIXTURES 
(UPFE)- ura 200m IQOths ot 100% 

Open Sett price Change H&i Low 
Mar 117.38 11&82 -0.66 117.75 11631 

Jun 117.19 11626 4X67 117.19 116.64 


Price Indices 
UK G 80 


EsL voi Open tm. 
75621 121347 

735 18858 


1 Up to 5 years (18} 

2 5-15 yeare <21} 

3 Over 15 years W 

4 irredeemables (4] 

5 AS stocks (47) 


Wed Day's Tue 

Jan 21 change % Jan 20 

12025 0.06 120.18 

160.76 -0.04 16031 

19739 -0.10 18728 

24435 -0.11 24421 

153.44 -032 163.47 


Accrued nd adj. 


■ UK Indices 

—Low coopon ytoM— -Medhmi coupon yMd- — Klgb coupon yieW^- 


■ ITALIAN GOVT. BOND (BTP) RJTURES OPTIONS (UFFE) UcCOOni lOOrfa of 100% 


Strife 

Price 

Mar 

CALLS 

Jui 

Mar 

PUTS 

Jl/1 

11650 

002 

128 

060 

1.52 

11700 

0.65 

104 

0.83 

1.78 

11790 

043 

001 

1.11 

2.05 


tndex-jtnKad 

6 Up to 5 years (2) 21334 

7 Over 5 yeare (10) 21731 

8 All stocks (12) 216.31 


interest 

ytd 


Jan 21 

Jbi 20 Yr. ago Jan 21 

Jan 20 Yr. ago Jan 21 

Jan 20 

Yr. ago 

2.45 

001 

5 yre 

627 

828 

609. 

627 

627 

7.04 

6.42 

6.43 

707 

2.00 

0.74 

15 yrs 

007 

006 

7.52 

009 

607 . 

700 

019 

6.18 

7.39 

9m 

OOO 

20 yre 

607 

006 

7.61 

607 

006 

7.56 

019 

OIS 

7.40 

304 

000 

irreAT 

6.19 

6.18 

7.69 







225 

008 














— inflation 5% — 


— Inflation 1034 — 




Jan 21 Jen 20 Yr. ego 


Jan 21 Jan 20 Yr. ago 


21302 

. 100 

0.00 

Up to 5 yts 

2.98 

209 

3.13 

220 

221 

2.41 

21707 

1.09 

1.14 

Over 5 yre 

301 

300 

303 

2.79 

2.79 

3.35 

21038 

1.18 

1.02 








Av erage gresa n»a»n ip aan ytafcte are (town above. Coupon Bands: Low: 0%-rfcK; MwSi s ix BK-10WS: life aid over, f FM yield. yM Year to daw 


EsL wL totaL Cafe 3«3 Puts 3493. Pravoue dor's open M.. Cafe S3S49 Puto 72791 


Spain 

■ NOTIONAL SPANISH BOND RJIUBES (MEFF) 

Open Sen price Change High Low EsL voi. Open rt. 
Mar 10739 10721 -4X42 10737 107.17 120.705 95.162 


FT Fixed Interest Indices 

Jan 21 Jan 20 Jan 19 Jan 18 Jan IS Yr ago Mgf low Jan 21 Jen 20 Jai 19 Jan IB Jan 15 Yr ago High- Lew* 

Govt Sees. (UK) 102.86 10236 103.19 10328 10322 9325 105.92 9321 Rxed In tfe pat 13734 13848 13739 138.51 13849 117.80 13927 11522 


e FTSE h tf qrnadowj Lai 1B9 B. AM itphm monad. * tgr WW Govemmanc SeaaUe Ntfi ewe companion: 127 AO <09/01/39, low 48.18 03/07/751 Fired Maw Hah i 
o o rep na fen: 13827 (1SA31/WL few Boss tam/TS. Basts im Gorananent Seourifea 1S/1Q/9G ana Rxed Mwast 1328. SE mMty Mon mbased 1974. 


UK GILTS PRICES 


■ NOTIONAL UK GILT FUTURES (UFFEl - CS0.000 32nds of 100% 


Open Sett price Change High Low EsL voi Open int. 
Mar 123-19 123-18 -0-05 124-08 123-14 1DGD33 194223 

Jun 107-17 107-06 -0-04 107-17 107.-17 104 1985 

■ LONG GILT FUTURES OPTIONS (UFFE) £50.000 64ths of 100% 


_1WB_ _ 52 week- 

tot Rat ftwaC + nr- Lew 


—TWO— _ 62 week- 

tot fed Fitot+a- igi Lg 


_ywo_ _a?w*4.- 

01 ttWref +»- Law 


Sfests 1 ' (Lhcs ra la Rre Tean4 


Strike 

1 


CALLS “ 




PUTS — 


Price 

Fab 

Mar 

Apr 

Jun 

Feb 

Mar 

Apr 

Jun 

123 

0-39 

1-16 

0 

0 

0-07 

0-48 

15-52 

15-52 

124 

0-06 

0-48 

0 

a 

0-40 

1-16 

16-52 

16-52 

12S 

D-02 

0-28 

0 

0 

1-34 

1-60 

17-52 

17-52 


Est voL total, Cofe 575 Puto 539. Prrowu* do/z opan kit. Cdk 73269 Pin 36121 


Tm 4Spc 1998# 309 

1m TUpc 1998ft 72S 

Tre*15l 2 pc , 9e# 1*35 

Each 13 k 1906 1LB 

Tmgitfciesatt — eja 
TmFfemi899ti- 

LnJi in 1 ** 1909 1157 

Haas lOtoc 1999 UUK 

Tress ape 1996 607 

Cmi0>«pei9n Bfi8 


7.14 riE 
725 TO 
7JB IO 6 I 2 
V% 103% 
698 t(C)| 
- 10 U 

627 10515 
697 10*15 
672 981} 

675 105% 


— 116A 

lQli 

_ 113% 
+A TO,’. 
+A 105% 

— TOA 

— mi 
+-A USA 
*i 9V« 
*sS J094 


Ecu 

■ ECU BOND FUTURES (MAT1F) ECU100.000 

Open Seti price Change FBgfi Low EsL voi. Opel rrt. 
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MARKETS REPORT 


By Simon Kuper and 
Richard Adams 

The pound fell yesterday 
after disappointing UK retail 
sales data for December sur- 
prised the market There bad 
been previous reports of a 
late rush to the shops just 
before and after Christmas. 
Most Investors read the fig- 
ures as a further sign that 
the British economy was 
slowing down. 

The data emerged while 
trading in London, the big- 
gest foreign exchange cen- 
tre. was disrupted because of 
a power failure. Many Reu- 
ters dealing and information 
screens were down for more 
than an hour in the UK 
morning, forcing traders to 
revert to the time-honoured 
practice of telephoning bro- 
kers to find out prices. 

The yen rose on reports 
that Japan’s government 
might try to stimulate the 
economy even if this meant 


POUND SPOT'FORV/ARp AGAINST TH5 POUND 


delating attempts to shrink 
the fiscal deficit. Koichi 
Koto, secretary general of 
Lhe ruling Liberal Demo- 
cratic Party, said the govern- 
ment would take a flexible 
stance, putting fiscal 
reforms on hold if the econ- 
omy failed to Improve. He 

also said the ministry was 
seriously considering selling 
dollars in the market. 

Eisuke Snkakibara. vice 
finance minister for interna- 
tional affairs, helped the yen 
further by saying that 
Japan's economic fundamen- 
tals were changing. 

The yen briefly gave back 
some of its gains after Asian 
centra] banks bought dol- 
lars. a rumour emerged that 
a Japanese life insurer could 
fail by the cud of March, and 
another batch of figures sur- 
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prised the market; the US 
trade deficit for November 
emerged smaller than expec- 
ted. The drop in the deficit 
was chiefly due to a fall in 
oil imports. The trade data 
also showed that last year's 
devaluations in Asia had yet 
to boosl the region's sur- 
pluses with the US. This 
could be because a devalua- 
tion cuts the prices of a 
country's exports before it 
raises export volumes. 

But the dollar later 
dropped further, on heavily 
selling against the yen by a 
south east Asian central 
bank. In late US trading yes- 
terday the dollar stood at 
Y 127.20 and DM 1 .8200 
against the yen and D-Mark, 
Y1.8 and 2.1 pfennigs below 
Tuesday's London close. 

The pound dropped 2.2 
pfennigs against the D-Mark 
to close in London at 
DM2.976. The D-Mark bene- 
fited from yesterday's other 
data surprise: a rise in the 
German Uo index of business 
sentiment for December. 


Dollar 

Against the D-Mark (DM par $) 
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■ Was the market right to 
sell the pound on the retail 
sales data? Sales volumes 
during December were 
indeed well below market 
expectations, showing a 
monthly fall of 0.1 per cent 
compared with November. 
Most economists had expec- 
ted a monthly rise of about 
0.5 per cent. 

The poor showing was in 
line with much recent UK 


data, which has pointed 
towards an economic slow- 
down caused by the strong 
pound, recent rises in inter- 
est rates, and the Asian cri- 
sis. Many market analysts 
yesterday revised down their 
expectations of further inter- 
est rate rises by the Bank of 
England's monetary policy 
committee As a result, short 
sterling future contract 
prices rose along the curve. 
Contracts for June and Sep- 
tember 1998 settled 5 basis 
points above Tuesday’s 
close. 

But some analysts were 
sceptical about the decline, 
and forecast a big bounce- 
back in January's sales fig- 
ures. They pointed out that 

the month -on-month change 
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In December was subject to 
heavy seasonal adjustment 
by the Office for National 
Statistics. Others noted that 
the annual rate of sales vol- 
ume growth was still very 
high, at 5-3 per cent- And the 
ONS said the underlying 
trend growth in December 
was “slightly stronger” than 
in the previous month. 

■ The Indonesian rupiah 
plunged to a new low of 
11.250, ‘750 against the dollar, 
from Tuesday's 10,000. as 
domestic banks struggled to 
buy dollars because foreign 
banks had cut off their cred- 
it-lines. The fall came 
despite more upbeat talk 
from Michel Camdessus. 

managing director of the , 
International Monetary 
Fund, who said the “signifi- 
cantly undervalued" rupiah 
would strengthen over time. 
The Malaysian ringgit. Phil- 
ippine peso and South Kor- 
ean won fell too. albeit less 
dramatically. Shares in the 
region mostly rose. 


MONEY RATES 

Jami«y 21 Oitr 


IMpum 3., 3* 3\- 3: 3'. 6,00 2 76 

ft*** TJ 3-.- 3^ 3'v 3 £ 4.6C * 340 

Gonwrty 31] 3.1 3!s 3'f 3f 450 ?30 3 SC 

fretand 6: el 5L' 5? 4” - - 6 75 

•“* SA bl 5“ 5% 5 ' 7 0C 5 H 643 

NAwUndft 3^ 3'-. 3.': 3” 3L - 7.75 3 13 

Switteriand i¥. i: ij. r- t“ - i.K? 

US £1 e 1 .- i 51 - 5.00 

Japan * w i; “ - 050 

■ S UBOa FTUodon 

frn a r ha n fc Fbdng - 5^ 5;; 5i' Y - - - 

US Doller CDs 515 S 54 5 60 5 55 

ECU Linked Da - 4'. 41 Ji* 4; 

son Unhad Da - 3’> 31. c; j; - 

S UBOfl Mmm *Umg raws am «f*W raM£ |y SiOm c lotto i- :no numei tw four 

f*wiM banks as Ham <ucn wwkmj cay Tht- •art. are &»»*»■. Tts*. SanK cl ’okyo 

Mrfsuwrw. Bacays nf Ntzonal Masonrem 

Uo ras* or nm or s* aamwr vm> Kms. c3 CDs. ECU a srfl C^ws Os. 

EURO CURRENCY INTEREST RATES 

J«n 21 Short 7 Oavr. One Thrtr*. S*« On* 


Shan 

rerm 

7 days, 
rtojce 

Onp 

rrrmtti 

Th.ofc 

reoniw 

s-« 

it. on mo 

On* 

war 

4 - 

5tf 

^,4 

uii 

n;t 

j 1 ? 

3 * 

* f r 

3H, 

Jj? 


■ 3U 

3JI 

Vi 



3iJ 

3(1 


-ii 

i>' : 


4-\ 


3*a 

3'« 

3.1 

Ji? 

a.i 




34, 


J .i 

3i> 

3>l 

3 1 ? 

3i* 

-A 

3,1 


~n 


3,’ 

**: 

V*. 

■ 3:3 

3,i 

3,» 

3b 

st 

3u 

315 

2, l 

*'lu 


+13 

Y- 

it 

4fi 

*5! 

5 

al9 

-!■> 

5 • 

4 1 ^ 

■*” 

4) 4 



■»?! 

41* 


■Si l 

*11 

-ii 

J 3 + 

Ji, 

4*3 

jt: 


JiS 


-*n 

04 

'it: 


■V. 

r.i 

7,» 

-i: 

'!? 



- » 

7i* 


lV. 


Vi 

*A 

1.1 



l!T 

•ii 

; 

ill 

-A 

J1 B 


“j* 

*7: 

4i! 

•si: 

4j: 

•»i? 

■si!- 

5 7c 

•i, 

-ih 

SK 

514 

5k 

5*3 

5li 

5.4 

ss: 

5}i 

5'j> 

Sfi 

5]L 

S^a 

7»2 


*& 

6 i 

e«4 

6i 

ti*. 

5L 

5;i 

5i! 

5l ? 


* 

Ik 

i< 

h 

3 

r» 

iV 

jj 


If; 

. i 

12 

ii 


II 

is* 

-7.4 

15*2 

- n 

15 

n 

14 - 


12 

:o» 2 


7,4 - rA 7,1 - *Y« - 7,*. r.»: - rjj 

Smsc Fnaic i*b • ’4 i.< - 1,1 1,1 - 1,1 l,’, - i£ lR - lji 

Car.ad<jn Dc-lar - 4l B 4)1 - - 4£ -ij’ - dji 4j* . 45'. 5. 

US Dollar Sti - S}1 Sli • 5*3 *ii - 5,4 Sil - 5}i 5;t - Sft 5. 

Itaian Lira 7»j - 6»i 8,4 - tU - 6i 6*. - 5’i 5;i - 5i! 5^ 

Japanese Yen ,» - /« *: - i? - ,v j.- - 1 ; ; - 1 

Anan SSng ’4 - '-j 12\ - 7,4 IS 1 ; -11 15 - n u - i-.f; :: 

Snort nm rfm am caa l» t* i.S Dcu. ono mo-,, -oo uto 

■ THREE MONTH POOR FUTURES ifc-ATiT^e m<ersjnk -n^retf • xo 


DOLLAR SPOT FORWARD AGAINST. TfdE DOLLAR. 


'"J*.. 

JM21 

Cscsng 

Change Sid/oftr 

Day's Mid 

One month 

ThrM months Ons yssr Bar* ol 



mid-pam 

on cay aread 

fts* 

low 

Rota 

%PA 

Rale 

MPA 

Rato 

4bPA Eng. Index 


Europa 













"r. ■ ■•'-'ii n 

Ausma 

(Sen) 

205373 

-0.1511 271 - 475 

21.0924 

20.8610 

20-8692 

33 

2C 7402 

J5 

202342 

3.4 

1025 

. - . *“■ -T. • i 

Bogtun 

(Sft) 

6I259C 

-OJ628 183 - 508 

fii.roio 

ei3?10 

61.1517 

4.1 

60.7563 

35 

59.1997 

35 

101.7 


Ocnmarh 

(Wr) 

113379 

-03813 331 - 426 

113960 

112973 

11 303 

3.7 

112374 

35 

10.9791 

32 


. -’i* 

Finland 

(FM) 

9 0965 

-006 9 30 - 130 

90460 

8.9700 

8 9751 

42 

85181 

3.9 

0.691 

35 

605 

- • : •'•V' S , 

Franca 

IFFfl 

93062 

-0C689 621 - 704 

100182 

99345 

93334 

45 

98713 

33 

9.619 

35 

1053 


Gorman; 

(CM) 

23760 

-00215 747 - 772 

23 932 

23642 

23681 

40 

25473 

33 

2.872 

35 

102.6 

- . - 

Greece 

(Or) 

469116 

-3079 775 - 458 

471 404 

467386 

471.304 

-7.1 

478.042 

-7.6 

504-04 

-7.4 

65.1 

^ $ 

Ireland 

Uti 

1.1832 

-O.QC89 820 • 844 

Y.1911 

1 1787 

1.1821 

1.1 

1.1784 

1 6 

1.1533 

25 



Italy 

m 

292729 

-1737 555 - 863 

2939.32 

291630 292426 

12 

291656 

1.4 

26623* 

22 

75.4 

: •. . 

Luxentiourg 

fl-Fr) 

613594 

-0.4626 180 - 009 

61.7010 

612210 

61.1517 

4.1 

60.7563 

3.9 

59.1997 

35 

101.7 

v 5 

MMharlands 

R 

33538 

-0.0239 521 - £51 

33721 

33422 

33421 

41 

33204 

4X 

32351 

35 

1013 


Norway 

INKr) 

122792 

-03788 ^0 - 334 

123454 

122287 

1224 

33 

12.1669 

3.7 

113999 

3.1 

97.1 


PfJrtugd 

fel 

30«3i3 

-2233 U8 - 479 

305383 

303221 

303675 

25 

302261 

2.7 

295.45 

2.9 

913 

• *• . ^ 

Span 

(Prei 

252.156 

-1.752 062 - 250 

254 020 

251290 

251599 

2.7 

250422 

23 

244.712 

3.0 

76.4 


Sweden 

(sku 

13.0968 

-0.0604 B3l - 045 

13.1730 

13.0401 

13X656 

2.9 

13X076 

2.7 

12.7876 

2.4 

845 

* 

Swioertand 

(SH| 

2.4212 

-00197 197 - 226 

2-4340 

2-4164 

2.4086 

62 

23649 

63 

22073 

55 

1072 

•• •• 

UK 

W 

- 

- 

- 

- 

- 

- 

- 

- 



1045 


Ecu 

- 

1.5072 

-0.0085 063 - 081 

15126 

13016 

15033 

3.1 

1.4955 

3.1 

1.4629 

23 

. 


AigenUna (Peso) 1£2S5 -*8.0003 200 - Z89 1.632S 1.6207 - - 

Bazfl {RSI 1£Z44 ->0.(1005237-251 1JBZBT 1£15S - - - - 

Canada (C$) 23490 +0.0068 479 - 501 2.3520 24378 24431 3.0 24326 2J 2494 24 81.9 

Mexico (Now Peso) 114558 *04737 440 - 678 1X4737 134076 13^53 -12.4 134632 -12.1 150681 -120 

USA (S) 1.6287 *0.0003 282-291 1.6328 1.6209 10282 IO 1.6212 IO 1.6001 10 1094 

Padflc/MMdte Eaat/Alrfca 


Italy 

UoienftxMrB 

NctfKjrtwxb 

Norway 

Portugal 

Spam 

Sweden 

SwteMtard 

UK 

Ecu 

SORT 

Americas 

Argertlna 

Srazf 

Canada 


Ctemg Cnsnge Bciofler Oar’s mM 
nsd-pam on djy ^tead Ngh lew 

1 ) 126556 -0 0948 529 -583 129:65 1241 

) 37.6750 -049 600 - 900 37 B950 37.651 

) 64615 -aOSi 605 - 625 70007 £95- 

) 5.5300 -04378 275 • 325 55562 5 521 

1 6.1194 -0.0438 1 85 • 202 6 1560 6.111 

) 14273 -110135 270 ■ 275 1 8336 I 82: 

I 288.040 -1.935 910 - 170 283 670 237.71 

) 1.3766 *01)104 755 - 775 14780 1.3Ci 

I 179725 -1145 600 - 770 1S0560 1745: 

I 374750 -049 600 - 9C0 37 6960 37.6a 

| 2 0592 -0.015 S8B • £95 2.0721 2 057 

) 74395 -0.0483 390 • 400 74735 741 

I 186 850 -14 800-900 ISacEO 136.71 

I 154.825 -1.1 810 - 84C 156070 1547! 

) 8 0415 -0 0506 390 - 440 8 0850 &03l 

| 14866 -0.0124 061 - 671 1.4964 1 48: 

| 1.0207 *0.0003 282 - 291 16328 1£2l 

1.0806 *0 0062 802 - 809 t 0810 107. 


Ons mofrtb Three month s On* year . P Vor^ar 
Ra Rkc -xpa Rsa *PA L««ax 


*6 103.1 

1 e 131.5 
74 103.2 
1.9 79.8 

1 2 1W2 

13 1C23 

-94 64 Q 

-C 8 

3 5 75.1 

* 9 101 5 

13 K»7 

14 96.4 

12 91.7 

13 76.C 
0£ 84 .1 
33 1063 
13 104 6 

-12 


(Peso} 0.9999 - 999 - 999 0.9999 03999 

(RS) 1.1202 *0.0001 SSI - 203 M204 1.1200 


! 

Austria 

(AS) 

2.4630 

*03133 614 • 646 

2-4661 

2-4388 

23579 

25 

2.4478 

25 

2.4064 

23 

863 


Hong Kong 

(HKS) 

125981 

+03003 938 - 024 

12.6322 

125412 

123437 

-43 

12.7509 

-45 

133374 

-53 

- 


Ma 

(FIs) 

811102 

-0.4137 113 - 091 

635690 

623230 

. 


- 

. 

. 

. 

. 

.L'j 

brad 

0*1 

53337 

-Q3353 247 • 426 

55680 

SHMH 

- 

- 

- 

- 

. 

- 



Japan 

Of) 

2083S2 

-1563 954 - ISO 

209380 

206 ABO 

206317 

7.1 

204-472 

83 

194302 

85 

1215 


Malaysia 

W5» 

7.1085 

+02976 641 - 749 

73305 

0.7704 

7.1731 

-06 

7.1881 

-1.6 

7.4990 

-45 

- 


New Zealand 

(NZS) 

2.7953 

+03109 928 - 977 

23016 

2.7673 

2.7885 

-1.4 

2.8034 

-12 

23167 

-03 

1025 


PMppnes (P«soj 673963 +1381 703 • 22? 603083 673678 683879 -103 633874 -113 783954 -124 

SaiOlAnXM (SRj 8.1085 *00012 066- 104 6.1238 80787 6.1009 13 63656 13 &OZ71 13 

Singapore - (SSI 23526 *0.0004 484 - 558 238S9 23419 23718 -8.1 23894 -63 28406 -33 

South Africa (R) 8.0822 -0.0189 775 - SG9 11128 88470 8.136 -8.0 82314 -74 8.6142 -63 

South Korea (Won} 2807.70 +135.6 509 - 020 282046 260436 - - ... 

Taiwan (TS) 543X5 -0.1137 IX - 651 54.6678 543904 544732 13 543407 13 53.7634 14 

Thebrt (St) 87.1329 +05634 831 - 827 873090 84.0240 87.7627 -8.7 68.4858 -6.1 91366 -43 

t Rates far jwi 20. BdMar remxb ki As Ptxnd Spot table riswr or«r #» IM On* csdmri pfes Smfcq nta erinteSwl by the Bar* of EngMrt. Bare 
avenue 1800 - 100. Ms ironed 1086. Ba Oder. nM X» bare and towwd raba n bod Vde and tw DeMr bbls as dwwwl Irani THE WMflEUISS 
CUOSSJC SPOT SM FORWARD RATE mm 6onw >M •• n anted tv Hw F.T 
The enlunge mas mM in ihtg (able ore jho waltor* an the aunwi tt Mtpc//wwwJTj»m 


USA (S) - - - ..... 

P um Ujs EwrV Africa 

Austrakl (AS) 13123 *0.008 117 - 129 1 6W6 13104 15115 86 13089 

Hong Kong (HKS) 7.7353 -0301348 - 358 7.7410 7.7345 77753 -62 7.B653 

Inda (Rs) 327500 -036 000 • 000 390500 38.6800 

Israel (Shk) 33819 -03223 774 - 864 36023 35770 

Japan (V) 127.745 -1225 720 - 770 129600 127.100 127.185 5J 126.125 

Malaysia (MS) 44021 +0.1821 000 - 042 4 5000 4.1600 44111 -2.5 4.4401 

New Zealand (NZS) 1.7183 +0.0065 153 - 173 1.7183 1.7148 1.7194 -2 2 1.7248 

PMppines (Peso) 41.7500 +0.78 000 • 000 423000 414000 42.1645 -125 430975 

Saurf Arabia (SR) 3.7507 +03002 505 - 508 3.7509 3.7504 3.7519 -04 3.754 

Singapore (SS) 1.7515 - 500 - 530 1.7710 1.7460 1.766 -99 1.7885 

SouUi Africa (RJ 46625 -0.013 610 - 640 4.9775 46600 56C33 -9.9 50775 

Saudi Korea (Won) 1724.00 *63 300 - 500 

Taiwan RS) 33.4875 -0575 810 - 940 33.5130 33.4650 3349B5 -0.4 3352 

ThoBand (BO 53.5000 *0J5 000 - 000 53 7500 51.7550 5357 -105 5457 

T SDR tala per S lor Jm 20. BaMter apreada k, the Ootar Spot taiie show only the ba three decimal places. 1 
US curancy. AP. Morgen mieii l inrfcee Jan 20 Base average !990o10a 
The exchange rotas printed in tha tstSe are abo n MnMw on in* memoi ar MbK//wwwFToDni 


2.1 

12.7336 

19 

125458 

2J: 

27.4775 

2 1 

2*3575 

ie 

69315 

1.7 

CK'5 

23 

5 50U 

2'- 

54315 

2.1 

6 0232 

ll to 

6 3115 

22 

i 613 

h ft 

1 7943 

-9.0 

294 63 

-35 

215.325 

0.7 

13757 

02 

13275 

-o.r 

179933 

-C 5 

1763 85 

22 

37 4775 

2.1 

36-9975 

32 

?C483 

21 

2.C219 

2.0 

7.5052 

12 

7457 

0.7 

186.45 

09 

104.845 

03 

154 472 

09 

152.635 

1.0 

8.0237 

03 

7331? 

44 

1.4711 

42 

1.4294 

13 

1.6212 

1.9 

V6001 

-13 

1.084 

-13 

1.0928 

12 

1-4308 

1.0 

1.4336 

-143 

8 5515 

-140 

9.417 

0.6 

15089 

0.9 

1.4982 

-62 

7.6653 

-6.7 

83353 

53 

126.125 

5.1 

12143 

-2.5 

4.4401 

-3.5 

43871 

-22 

1.7248 

-23 

1.7436 

-125 

43 0975 

-123 

47.7435 

-04 

3.754 

-03 

3.7667 

-99 

1.788S 

-84 

13415 

-9.9 

53775 

-9 3 

53835 

-0.4 

3352 

-04 

33.6 

■105 

5457 

-8.0 

57.1 



Open 

Sen price Change 

Hign 

LOv. 

Set k-d 

Open im_ 

Ma: 

96.35 

95 33 

-0.03 

9630 

9533 

8.441 

76.170 

Jun 

9623 

96.19 

-o.os 

9624 

96 18 

11.851 

45.381 

Sep 

96 13 

96.08 

-0 05 

96.14 

war 

£-.?93 

21 241 

■ THHEK MONTH EUROtURK FUTURES (LIFFEr Cif.llm po.m M lOOi-v 


Open 

Sen price 

Change 

High 

Lm 

Esi lip! 

Open mL 

Mar 

9638 

9633 

-003 

96 37 

96 33 

445*3 

313566 

Jun 

9623 

96.18 

-036 

9824 

9618 

74210 

344914 

Sea 

96 13 

96 07 

-007 

96 1J 

9607 

50622 

344561 

Dec 

95 99 

95 93 

-008 

9600 

96.91 

64630 

232090 

■ ONE MONTH EUROHARK FUTURES )UFFEr DM3m points pi 100** 


Open 

Sen price Change 

high 

Lpiv 

Em vet 

Open mv 

Feb 

- 

96 50 

*0.0i 

. 


0 

133 

Mar 

96 43 

9642 

-0 03 

9643 

96 43 

250 

S50 

Apr 

- 

96 38 

-0 02 


. 

0 

50 

May 


98.34 

-0.02 

- 


O 

1 

■ THREE MONTH EUROURA FUTURES (UFFF) 1 

‘ LlOOOm points Of 100"ii 


Open 

Sett price Change 

High 

Lo-.v 

Est vol Open mi 

Mar 

9444 

94.37 

-0 08 

94 48 

94 36 

3533i 

135023 

Jun 

95.28 

9522 

-0.07 

95.34 

9520 

56589 

138122 

Sep 

95.64 

95.57 

-0.07 

95.63 

95 55 

25796 

9*582 

Dec 

95 74 

9567 

-0 07 

95.79 

95.67 

14789 

112917 


■ TWEE ttOtmt EURO SWISS ffiANC FUTURES (LFFEi SFflm ports of TOO- 


05 02.3 
-14.0 

- H0 7 


05 63.0 
-78 


45 1225 
-65 
- 1.6 
-144 
-04 
-5.1 
-85 

-03 - 

-6.7 - 

are queued n 



Open 

Sen price 

Change 

Ffrgn 

Low 

Est. vol 

Open ud. 

Mw 

98.50 

36.44 

-004 

98.51 

9344 

9728 

69772 

Jun 

96.36 

98.30 

-005 

9B.37 

98 30 

7673 

37448 

Sep 

9824 

9818 

-0.05 

98.24 

98.18 

3965 

20673 

Dbc 

9805 

98.00 

-0.05 

98.05 

98.00 

2188 

11080 

■ THREE MONTH EUROYEN FUTURES (UFFEl YlOOm points ol 100h> 


Open 

Sett price 

Change 

High 

Low 

Est vol 

Open mL 

Mar 

- 

99.17 

. 


- 

0 

n/a 

Jim 

. 

9927 

-001 



0 

n'a 

Sep 

- 

9924 

-034 

- 

- 

0 

a-ia 

■ THREE MONTH ECU FUTURES IUFFE) Ecu 1m pomls Ol 100% 



Open 

Seb price Change 

Wgn 

Low 

Est. voi 

Open mL 

Mar 

95.64 

95.62 

-0.03 

95.65 

9561 

1027 

8656 

Jun 

95 63 

95.64 

-0 05 

95.70 

95.67 

266 

6780 

Sep 

95.69 

9534 

-0.07 

95.70 

9564 

152 

9704 

Dec 

95.BB 

95 83 

-0.05 

95.89 

9533 

60 

4257 


* LUTE hams Wso traced on APT 

■ EUROURA OPTIONS (IJFTEl LI 000m paau erf 100% 


Strike 

Price 

Mar 

- CALLS - 
Jun 

Sep 

MW 

- PUTS - 
Am 

Sep 

9425 

022 

100 

1.35 

aio 

0.03 

0.03 

9450 

039 

0.78 

1.11 

022 

0.06 

0.04 

9475 

0.03 

0.56 

0.88 

0.41 

039 

0.06 


EsL veL row. Cals 2970 Pub 3627. Pravtao day's open nu Cm 186038 Pub 78001 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 



Jwiftt 

BFr 

DKr 

FFY 

DM 

t£ 

L 

n 

NKr 

6» 

PtB 

SXr 

SFr 

£ 

CS 

S 

Y 

Ecu 


Belgium 

(BFf) 

100 

1838 

1624 

4350 

1328 

4770 

5466 

2031 

496.0 

4103 

2134 

3346 

1330 

3.828 

2354 

339.1 

2.456 

... \ . 

Donmarfc 

(DKr) 

54.12 

10 

8.790 

2.025 

1344 

2582 

2-958 

1033 

288.4 

2224 

11.55 

2.135 

0.862 

2372 

1.438 

1833 

1329 

'...•* • 

France 

(FFfl 

6137 

1138 

10 

2.996 

1.187 

2937 

3365 

1232 

3053 

2533 

13.14 

2439 

1303 

2357 

1334 

208.8 

1.512 


Germany 

<DM» 

2062 

3310 

3.349 

T 

P-4HO 

983.8 

1.127 

4. 126 

1023 

84.73 

4.401 

0.814 

0338 

0.788 

0.547 

6931 

05 06 

./ . . 

Ireland 

TO 

5136 

9.5B3 

8.423 

2315 

1 

2474 

2334 

1038 

2572 

213.1 

1137 

2.046 

0345 

1385 

1377 

175.8 

1274 

-**• 

Italy 

fU 

2396 

0387 

0340 

0.102 

ao« 

100 

0.115 

0420 

1040 

8.615 

0447 

0.083 

0.034 

0380 

0.056 

7.108 

0.052 


Nettiertands (FQ 

1830 

3-381 

2.972 

0387 

0353 

8723 

1 

3561 

90.74 

75.19 

3.905 

0.722 

0298 

a700 

0.486 

6234 

0449 


Norway 

(NKr) 

4837 

9233 

6-116 

2424 

0.964 

2384 

2.731 

' 10 

2473 

205.4 

10.87 

1372 

0314 

1.913 

1.326 

1894 

1227 

T - . 

Portugal 

(EsJ 

20.16 

3.726 

3275 

0.978 

0.389 

981.9 

1.102 

4335 

100 

8238 

4.304 

0.796 

0.329 

0.772 

0335 

8837 

0.495 

i- ‘ 

Spain 

(PMJ 

2433 

4498 

3352 

1.180 

048B 

1181 

1330 

4370 

120.7 

100 

5.194 

0360 

0397 

a 532 

0.646 

8231 

0.598 

• - ' 

Sweden 

(SKi) 

4635 

8357 

7310 

2272 

0.903 

2235 

2561 

9376 

232.4 

192.5 

10 

1349 

0.764 

1.794 

1244 

1569 

1.151 

, ■ ••• 

Swtoertand 

(SFr) 

2534 

4.883 

4.116 

1229 

0489 

1209 

1385 

5.072 

125.7 

104.1 

5.409 

1 

0413 

0370 

0.873 

85.93 

0.823 

a- ’ 

UK 

0} 

6136 

1134 

9367 

2976 

1.183 

2927 

3354 

1238 

3043 

2522 

13.10 

2421 

1 

2.3*8 

1.629 

206-1 

1507 


Canada 

(PS) 

26.12 

4327 

4243 

1267 

0504 

1246 

1428 

5227 

1293 

1073 

5.575 

1331 

0426 

1 

0393 

8837 

0.642 


USA 

(S) 

37.88 

6362 

8.119 

1.827 

0.726 

1797 

23S9 

7.540 

1063 

154.8 

8.042 

1.487 

0314 

1442 

1 

127.7 

0-925 


Japan 

m 

28.49 

5450 

4.790 

1430 

0569 

1407 

1312 

£302 

1483 

1212 

8295 

1.184 

0.481 

1.129 

0.783 

100 

0.724 


Ecu 


40.71 

7323 

6613 

1375 

0.785 

1842 

2325 

8.147 

2013 

1673 

aaoo 

1306 

0363 

1359 

1.081 

1383 

7 


...... •* .»■ Lc-.. v. r. ■ 


Oanob Boner. French Franc. N u tweg w i Kroner, and aewterfi Kronor prr 1ft Sellar Pane. Yen. Eecuto, Lka 

■ P-—AHK RITURaS (IhUri) DM 125.000 per DM ■ J 

Open Lotos! Change High Lour Eat vol Open InL 
Mar 05455 05472 *0.0023 05476 05464 17.933 112,388 Mar 

Jun 0.5585 05503 +05028 05S04 a5503 12 3573 Jwi 

Sap 05480 05523 +05025 0.54B0 05480 2 1534 Sep 


ana tasapw toft 


(1MM) Yen 12.5m per Yen 100 

Change High Lew Est voi Open nt 


Open Latest Change High Low Est vol Open n 

0.7645 0.7873 *05023 0.7935 a7816 27,724 88504 


■ SWISS HMU*C FUTUBE8 (iMM) SFr 125500 per SFr 

Mw aS727 0.6738 *0.0012 0.6741 05724 11.643 68.151 

Jun 05803 05802 +05009 05803 05802 IB 1519 

Sep - 05855 1 1.108 


UK INTEREST RATES 


LONDON MONEY RATES 

Jan 21 Ora- 7 days One Three She One 

night notfoe month months months year 

Intabw* Sailing 8-6*2 7\, - 7 73b ■ 7V 7j£- 7ft r 7i T s 7& - 7, 7 , 

Staring CDa - 7* - 7^ 7,4 - 7% 7*J - 7|J 7« - 7Q 

Treasury 881s - - 7U - 7** 7ft - 7f« 

Bank BBs - - 7* - 7fe 7» - 7* 7& - 7& - 

Local authority ***. 7b -7 7i» - 7lg - 7jl 7« - 7fi 7JJ - 7JJ 7» - 7jJ 
Kacount A4arteat daps 7<j - 7, l ( 7,i - 7,» 

UK daortog bank base fencing rare 7i+ per cant from Nov 6. 1997 

Up 10 1 1-3 . 3-6 6-8 9-12 

month - month months morths months 

Cens of Tax dap. 5^00,000) 2% 5b 5 5 4^ 

Oatls of Tax deo. unde, £100500 b 2<zP0. Ospaefts wkftMwn tar cam ItipiL 

Ava. landar rale of dbeem on JWi 9. 6574Qgc. ECOD ftfatf ab Sag. Export Ftoanca U£a 
up dar Dec 91. 1997. Agaed raw for period Jwi 28. 1088 n Feb S». 1BB8. Scheme N &95pe. 
FMarenoe aretorpenod Nov 29. 1997 » Dec SI. 1997. Scheme, nr 8 V 7.70%>c. Flnanoe 
Houae Base Rate Bpc from jbi 1. 1908 


Jwi 0.8002 0.7097 +03047 OL802S 

Sep - 0.8080 +0.0090 

■ STERLMO FUTURES (IMM) £52.600 pw£ 

0.7970 

31 

6 

23 00 
431 

Mar 

1.6214 1.8226 +0.0010 132B4 

1.8160 

8.960 

34358 

Jun 

1.6100 13140 

1.6280 

1.6110 

40 

1.382 

Sep 

1.6060 

- 

1.6060 

7 

5 

ENS EUROPEAN CURRENCY UNIT RATES 


Jan 21 

Ecu can. 

Rata 

Change 

%*/- from 

% spread Dfv. 


rates 

against Ecu 

on doy 

con. rate 

« weakest fnd. 

fratand 

0.798709 

0.784964 

-0303083 

-1.72 

446 

12 

Kafr 

190848 

1943.03 

-1-58 

132 

0.73 

-14 

Ffctaod 

5.85424 

537987 

-a 00371 

2.14 

0.51 

-14 

Spain 

183328 

1 67.476 

-0.151 

223 

0.42 

-18 

Portugal 

197.398 

202.150 

-0201 

241 

025 

-16 

Fraooa 

645863 

8.62059 

-030454 

231 

0.15 

-21 

Denmark 

734555 

733086 

-030568 

2.52 

0.13 

-17 

Austria 

13.5485 

133072 

-0.0137 

285 

0.01 

-19 

Germany 

132573 

137571 

-030193 

265 

031 

-26 


1 2.16079 

222751 

-030217 

286 

0.00 

-20 

Beipium 

39.7191 

40.7764 

-0.0382 

236 

0.00 

-19 

NON ERM MEMBERS 






Greece 

295260 

311.524 

-0.111 

531 

-239 

- 

UK 

0.793103 

0.663777 

*0.003947 

-1631 

22.66 

- 


! HONTM STERLMO FUTURES (UFFE) £500500 points Of 10096 


Open Sett price Change ™ah 


Ecu cared «•» set by Ufa Eurapeerr Cemnsedcn. OnwrcH are b dwcerxfriD raaatw drenga). 
PemwrtaoecrranOBsere w£cu:apowwecfrB°riBnMse»»aaxnjt«nc»J>>etperi m hcMsfneisBo 
beree n wo wxredg *n perows e pe rdtorenca bdwswr »a sread rnartoe and Ecu cared rawe tar a 
aanaicy, end »w maOmuin pwrraned pwret dereaen d aw curroncyb raartat tarn as Ear 

cwtid nlB. 11/BNk SzArg Hepreded from E9M. Ar^rdman cateuknd by riw Ftrandd TlmBS. 

■ PHtADELmASe tTSOPTTOKS £31.250 (certs per pound) 


Jun 9247 9253 +055 9259 92.47 413S2 121053 152D 1.73 255 2.74 15B 2.12 

Sep 0250 92.67 +5.05 92.75 8250 27B8B 80005 1530 1 24 1.B6 2.33 1.01 2.62 

Dec 92.62 92.86 +003 9255 92.62 29699 68548 1540 056 159 152 243 3^2 

Mw 33.03 9358 +052 93.16 8353 . 8849 71613 Prevtoue day* WL. Care 4446PWS Prev. dqre open tou Cafla 24523Puto 20578 

Abo Mdad an AP7. AV Open Merest fta. am for preriore day. ■ - 

■ PHn MtBJ>WA ac PWAWOI OPTION9 DM82^Q0 (S per DM) 

■ SHOirraTBtUIIOOPTlOIBtLFFE) £500500 points Of 10096 


9275 ace 0.10 0J23 053 052 051 

EsL raL total. Cafe 7002 Pula 12151 Previa* day* open bL. Cab 133338 PHD 172006 


Pretfcxn day's voL. Cali IDS Piis 1JSA Pm*, day 1 * open I 


I 8519 Plfla 19207 


81 1HHB MONTH EURODOLLAR (MM) Sim poMa of 100% 




Adno s Company 755 
ABad Irish Bank (G8) 755 
•Harry Ansttocher 725 
Banco Bfcao Vteaya 725 
Ba*cfCyprtja 726 ' 

BaAoTKetmif 7 35 

Btodtoftodi .725 
fc*0fScq6and ' -.725 
Baste)® Bank 725 
MBkofMtt&Kt . "725 

•ftwnajjfcyacoire 725 

C*«!0I*NA 725 

ORteaddaEtenk: '• 72S 
■faCwpMJwtBWiS 
Cofl^S Co 725 

(bpnisPcvuterBanit 725 •! 
Daman Lewria 725 


footer True! United 823 
- FhandasOanSarA 850 
•Ftabert Handng A Ce725 
•Guinness Mahon 725 
F«*Bw*AG Zurich 72S 
M tenia u*Bank 725 
HwteUeftGenIfw8h72$ 
C Hearns Co 723 
Hongkong a Shanghai 723 
ImrtfltflC BwMUk) 12f725 
Ji2an Hedge Bart 725 
•tape*! JoaNhSSw 725 
UoydEBartt 725 

WStendSar* 725 

HaW f e terin ster 725 
•FteBMim 725 
Royal Bk of SooUfitid 725 
ScoBsh Wide*-? B«* 725 


•Styw&F'toderefer725 
•antti&WKenwn 725 
Stm Banking Cop Ud 725 
Its B .725 

tkftadSaflltoUOmft.725 
UnhyTiu* Bank Pic 725 
Whteavoy Loktaar 725 
VorteWreBank . .725 

• Members erf Union 

lininn'Wnnfif DariAw 

te od afai 



Open 

Isles 

Change 

HW 

Low 

Est vol 

Open M. 

Mw 

9441 

9442 

- 


9444 

9439 

54,795 

487,459 

Jun 

94.45 

9449 

- 


94.51 

94.45 

50296 

402742 

Sep 

9445 

8430 

+038 

9432 

94.44 

50,154 
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LIFFE's Euroyen on APT 

Instant access to the 
number one Yen contract 
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Oil price falls on Saudi quota rumours 


MARKETS REPORT 


By Gary Mead 
and Kenneth Gooding 

Suggestions that Saudi Arabia may 
be about to breach the recently 
agreed quota of the Organisation of 
Petroleum Exporting Countries 
(Opec) sent world oil futures lower 
again yesterday. 

On the International Petroleum 
Exchange in London, the March 
contract for Brent blend crude - 
the international benchmark - hit 
a low of S15.18 a barrel. In later 
trading it recovered to $15.2? a 


barrel, down by 23 cents on the 
previous day's close. 

On the New York Mercantile 
Exchange, the Nymex Mar ch crude 
contract was similarly weak, fall- 
ing 13 cents by midday to $16.43 a 

barrel- 

OH specialists said they saw the 
current bearishness as fairly 
entrenched, given that Saudi 
Arabia is now producing close to 
its Opec quota of 8.76m barrels a 
day. 

On the London Metal Exchange 
copper was buoyed in thin trading 
conditions by news of accidental 
and intended production cuts. Cop- 


per for delivery in three months 
closed $26 a tonne, or 1.5 per cent, 
higher at $1,726 after Cyprus Amax 
of the US said it would temporarily 
cut production at two Arizona 
mines - Bagdad and Sierrita - by a 

total of 60m pounds (27,223 tonnes) 
in 1998. Traders said copper’s rise 
was a knee-jerk reaction. 

Earlier, Norilsk, the big Russian 
metals producer, said the roof had 
collapsed at its main copper plant 
and about 80 per cent of its output, 
expected to reach 300.000 to 340,000 
tonnes tins year, was affected. 

Part of Norilsk's nickel produc- 
tion is also affected because the 


plant produces copper-nickel inter- 
mediate material. On the LME 
three-month nickel closed $40 a 
tonne, or less than 1 per cent, 
higher at $5,460. Analysts said 
nickel was still struggling to break 
through resistance at $5,500 a 
tonne. 

In soft commodities March coffee 
closed up $15 on the London Inter- 
national Financial Futures 
Exchange, ending at $1,762. while 
March cocoa finished £1 weaker at 
£1,048 a tonne. 

On the Coffee, Sugar and Cocoa 
Exchange in New York coffee 
futures also saw some trimming of 


profits, with the March contract, 
down 2J30 emits to 175.75 cents a 
pound at midday. Coffee markets 
were, however, still agitated at . 
growing reports from various 
sources that supplies might be 
tight in the first half of this year. 

Speculative buying pushed 
orange juice futures on the New 
York Cotton Exchange higher alter 
reports of a lower than expected 
Brazil crop. The price broke 
through the 100 cent level to touch 
102.50 cents a pound, its highest for 
a year, before easing bade by mid- 
day to 100.20 cents, op 6.10 cents on 
the previous close. 


Australians in Softer stance on farm subsidies 

• ~W By Maggie Uiry 

iron ore deal 


By Kenneth Gooding, 

Mining Correspondent 

Australian iron ore 
producers yesterday won 
price increases of nearly 3 
per cent from the Japanese 
steel mills for the year 
beginning in April, repre- 
senting a compromise on 
both sides. There is to be no 
drop of the tonnage shipped 
in spite of uncertainties 
caused by the Asian eco- 
nomic crisis. 

The Australian producers 
bad been pressing for a 6 per 
cent price rise, analysts said, 
while the Japanese wanted 
prices left unchanged. 

Annual iron ore negotia- 
tions between Australian 
suppliers and Japanese buy- 
ers play a key role in setting 
prices interna tionafly. 

Australia is the second 
biggest exporter of iron ore. 
after Brazil, while Japan is 
by far the largest importer. 
Iron ore is one of Australia's 
top export earners - the 
137.6m tons exported last 
year earned A$3.l6bn. 

Australia's “big three” 
iron ore producers - Broken 
Hill Proprietary (Mt New- 
man). Rio Ttoto (Hamersley), 
and North (Robe River) - 
announced that they had 
agreed increases of between 
2.82 per cent and 2.94 per 


cent from their Japanese 
customers during negotia- 
tions in Tokyo - a substan- 
tial improvement on the 
increase of less than 1 per 
cent for 1997-9S. 

John Hannah. BHP iron 
ore group general manager, 
insisted the outcome was 
satisfactory in that it bal- 
anced a solid market outlook 
for iron ore with the present 
difficulties in Asia. 

He said the outlook for the 
Japanese mills was uncer- 
tain and crude steel output 
was widely expected to drop 
by 6 per cent next year to 
97m tonnes. 

“The flow-on effect of the 
economic crisis in Asia is a 
matter of great concern in 
Japan,” he said. "At the 
same time, there is a need to 
recognise the healthy mar- 
ket situation for our prod- 
ucts and ensure economic 
justification for our invest- 
ment plans to underwrite 
long-term supply-" 

Jim Lennon, analyst at 
Macquarie Equities, said: 
“The settlements represent a 
good result for the Austra- 
lian producers, given the 
growing concern about 
Asian growth prospects. 
They were able to achieve a 
price rise mainly because of 
the strength of crude steel 
production in 1997." 


A more conciliatory 
approach to the fraught 
debate over capping Euro- 
pean Union agricultural sub- 
sidies for single farms 
appears to be emerging from 
Franz Fischler, the agricul- 
ture commissioner. 

In recent speeches. Mr Fis- 
chler has suggested that an 
employment aspect could be 
taken into account when set- 
ting such limits. This would 
ease the problem for larger 
farms, if they employ a num- 
ber of people. 

Opening the Green Week 
food and farming show in 
Berlin, Germany recently, 
Mr Fischler said, “our pro- 
posal to put an upper limi t 
on the size of farms eligible 
for direct payments has met 
with stiff opposition. One 
argument to be taken seri- 
ously is that farms in the 
new LSnder [the former East 
Germany] are among the 
major providers of employ- 
ment in a large number of 
rural regions. 1 think it 
would be sensible, when set- 
ting the upper limit, to give 
this aspect due weight.” 

Mr Fischler made similar 
comments at a UK forming 
conference the week before. 

The policy, known as mod- 
ulation, which is being pro- 
posed under the Ell's plans 
for reforming the Common 
Agricultural Policy, is 
intended to stop large forms 
claiming huge subsidies. 



Franz Fischler: wants to take employment into account 


The proposal reflects tax- 
payers' concern over the 
high cost of the CAP, fuelled 
by reports of single farms 
receiving millions of pounds 
in subsidies. 


The idea is popular with 
small farms, which would 
achieve a competitive advan- 
tage over larger ones, and 
reflects the structure in 
many parts of Europe of 


s mall , famil y farms. It is 
opposed by the UK. which 
has a larger average farm 
size, and also- by Germany 
because of the large forms in 
the farmer East Germany. . 

Udo Folgart, managing 
director of a former co- 
operative form in Branden- 
burg, eastern Germany, said 
his form received DM520,000 
to DM550,00 a year in EU 
subsidies. Under EU propos- 
als this might be limited to 
DM2A0JQQQ ($130)300). “If we 
don’t get those subsidies I 
don't know what will hap- 
pen,” Mr Folgart said. 

Ian Gardiner, policy direc- 
tor of the National Farmers' 
Union of England and Wales 
which has been fervently 
opposed to modulation, wel- 
comed the softening line. It 
would benefit, for inwtanrff a 
larger form which supported 
three or four families' and 
same workers. 

He said the UK’s concern 
was that following CAP 
reform, and the looming 
renegotiation of World Trade 
Organisation agreements an 
trade in agricultural prod- 
ucts. large efficient farms 
would have to compete with 
similarly efficient producers 
in the US. Australia, South 
America and elsewhere, but 
would have oue arm tied 
behind their backs. 

The draft plans far reform 
of the CAP, published last 
summer, are being refined 
and firm proposals are to be 
published in the spring. 


COMMODITIES NEWS DIGEST 


Baltic Exchange 
meets oh index 


The board of the Baltic Exchange yesterday met to r - 
approve the introduction^ a new Baltic assessmen^of ' 
tankear freight rates. The imtaatxve foUows recent moves 
by a number of rival groups to launch a tanker-freight^ ;- 
Index. The Baltic Exchange currently administers a dry. 
cargo index; a daily quotation of ah average of 11 interna 1 
tional rentes. - ■ 

Jim Buckley, chief executive. of the exchange, said an - 
announcement about toe baanl.meeting was likely to be 
made next wed:-. However, the FT understonds that- the v 
five routes of thenew tanker freight rate scales will be as 
follows On. tonnes of cargo): Middle East Gulf to Japan 
with 25CyxXl tonnes; West Africa.toUS Gulf with 260.DQQ ; 
tonnes; West Africa to US Atlantic coast with 130,000' . 
tonnes: North Sea to Continent with 8(^000 . tonnes; Carib- 
bean to US Gulf with .70, ODD tonne^' - 

Some members of the Baltic are believed to have 
pushed for up to 15 routes, but others fell the initiative - 
would be more likely to succeed if it started with just five. 

The tanker freight rate assessments will be provided by 
a panel of at feast seven brokers from Paris, Oslo, New- ?/ 
York and London, all members of the Independent Inter-- 
national Tanker Rate Assessment, which has been trying 
to persuade the Baltic Exchange to establish the new 
tanker freight investors. Other lea ding brokers will be - 
invited to join the paneL ••,•••• •- 

The freight assessments will probably be expressed in 
Worldscale percentages; Worldscale is an association . . 
between US and UK shipbrokers which regularly pub- 
lishes a schedule of tanker freight rates for members who 
pay for the information. - : . Gary Mead. 

■ VENEZUELAN MINING 

Las Crisdnas project suspended 

Placer Dome, the Canadian mining group, has suspended 
construction of its.$600m Las Cristinas mine in Vene- . . . . . 
zuela, one of Latin America's biggest gold projects, 
because of legal uncertainties. The group has already ' V 
spent $11 0m since exploration started in 1992. 

It is waiting for a ruling by Venezuela’s Supreme Court' 
on a long-r unning dispute over rights to some of the Las - 
Cristinas land between Crystallex, a small Canadian com- . 
pany, and Minca, the operating company - which is 70 
per cent owned by Placer and 30 per cent by Venezuelan 
mining group CVG. 

“While we remain as confident in our legal positions as 
ever, it is prudent for us to wait for clarity from the ' ' 
appeal decision before we continue to the. next stage of ; 
the project,” said John Willson. Placer president Placer 
needed the ruling before it could' complete financin g the 
project, a Placer official added. 

According to Omar Salas, administrative manager of ' 
the mine, construction was continuing though no addi- 
tional works were being contracted.. 

The start of development of Las Cristinas last August 
was celebrated as a milestone in Venezuela's mining sec- 
tor. which had been overshadowed by legal uncertainty 
and excessive red tape. Foreign investors were expected 
to invest as much as $25bnJn the sector, .which for 
decades has been overshadowed by the country's domi- . 
nant oQ industry. Raymond Colitt, Caracas 



COMMODITIES PRICES 


BASE METALS 

LONDON METAL EXCHANGE 


Precious Metais continued 

■ GOLD COMEX (1D0 Troy oz.; S/troy at.) 


GRAINS AND OIL SEEDS SOFTS 


WHEAT UFFE (100 twines; £ per tonne) 


COCOA UFFE (10 tonnes; £/lorme) 


MEAT AND LIVESTOCK 

■ UVE CATTLE CME (40.000Bb; cents/lta) 


(Prices from Amalgamated Mem Trading) 
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Day's 



Open 


SaH 

Bay's 



Open 


Sett 

Oafs 


Open 


Sad Dayfrt 

Opeo 

W ALUMINIUM, 89.7 PURITY (S per tonne) 


price change ffigh 

tow 

Vol tal 


pice ctange High 

Low 

Vol 

tal 


price change 

Hgh 

Iff Vol U 


Price change M0i Urn VM 

tat 




Jan 

292.8 

+28 

- 

- 

- 

Jan 

78.70 

+1.00 

- 

- 

2 

Her 

1048 

-1 

1058 

1044 1480 59481 

Ml 

05450 - 66.100 65.700 5.151 

35477 


Cash 

3 mlhs 

Fan 

2933 

+24 

2944 

290.4 29.410 67462 

Mar 

80.00 

+040 00.20 

7940 

83 

2.738 

■tar 

1072 

-2 

1082 

1069 3416 24.854 

Apr 

0B.BBO - SB. 750 68425 5452 

36,196 

Close 

14825-835 

1505-08 

Apr 

294.6 

+1.8 

2955 

292.1 

6.753 33474 

May 

82.00 

+0.80 8225 

81.50 

114 

3.710 

Jul 

1033 


1100 

1090 394 12.702 

Joe 

69.125+0425 69. IS) 68675 2207 

22482 

Previous 

1457-68 

1492-82.5 

Jon 

296.4 

+1.9 

296.7 

2944 

370 12457 

M 

8440 

+0.80 8420 

84.00 

IB 

537 

Sep 

1115 

-1 

1123 

1112 1.048 22445 

Aog 

69.575 +0.075 69:700 EB4D0 444 

7,761 

High/law 


151(yi495 

Aug 

2982 

+19 

2974 

297.5 

105 5.721 

Sep 

81.55 

+1.00 

- 

- 

38 

Dec 

1143 

-1 

1153 

1143 1469 28524 

Oct 

71575 - 714S 71.425 238 

2430 

AM Official 

1481-815 

1506-06.5 

Oct 

300.0 

+14 

29S4 

298 9 

266 3472 

Total 




278 

8286 

Her 

1170 

-2 

11B0 

1168 2495 19534 

Oec 

72500-0450 72550 72450 125 

603 

Kerb dose 


1S04-Q5 

Total 





37454181445 

M WHEAT CBT {5400bu mfre cents4S0ID bushel! 

Total 




11,048 184480 

Total 

13417 105474 

Open mt 

Total eUiy turnover 

207929 

B5.615 


■ PLATINUM NYMEX (50 Trey ot; S/troy at) 

tar 

330.00 

-240 333.00 32925 

7.964 52422 

■ COCOA CSCE (10 tomes; 3/ tonnes) 

a LEAN HOGS CME (40.000to* oantsAbs) 


■ ALUMINIUM ALLOY (5 per tonne) 


Close 

1323-28 

1347-50 

Previous 

1328-33 

1351-55 

High/low 


1355/1345 

AM Official 

1327-28 

1350-55 

Kerb dose 


1342-17 

Open int 

5402 


Tool daily turnover 

2.744 


H LEAD (S per (grvie) 


Close 

524 5-5.5 

531.5-2 

Previous 

510.5-11.5 

519-20 

High/tow 


538/524 

AM OffidaJ 

534-34.5 

537-3S 

Kerb dose 


523-4 

Open im. 

32.557 


Total Hally turnover 

10422 


■ NICKEL {$ par tonne) 


Close 

5370-80 

5460-70 

Previous 

5300-10 

5395-100 

High/low 


5520/5450 

AM Official 

S365-80 

5460-70 

Kerb dose 


5455-60 

Open an. 

56,538 


Tda! daily turnover 

28,497 


■ TM ($ per tonne) 


Close 

5135-45 

5185-90 

Previous 

5115-25 

5190-65 

HlgtVIcw 


5220/5180 

AM Official 

5150-55 

5195-200 

Kerb dose 


5175-80 

Open Im. 

13/131 


Total dally turnover 

4.408 


■ 23NC. special high grade (S per tonne) 

Close 

11274-2B.5 

1151-52 

Previous 

1108-09 i 

1132-33 

High/low 


1172/1 138 

AM Official 

1133-34 

1156-57 

Kerb dose 


1138-39 

Open irtL 

69466 


Total daily turnover 

28445 


■ COPPER, grade A (S per tonne) 

Close 

1693.5-94.5 

17235-24 

Previous 

1661-02 

1690-91 

High/low 


1730/1711 

AM Official 

1691.5-934 

1723-24 

Kerb dose 


1725-26 

Open inL 

147.506 


Told darfy turnover 

61.068 



■ LME AM Official E/S raax 1.6257 

Closing C/S rata: 1.6890 

Spot 16263 3 ids 1 61 90 6 milts 1 6121 9 ate 16071 


HIGH GRADE COPPER (COMEX) 
Sell Daft 

price change High Low V 

n 7050 +C.4Q 77.10 7050 


Ft* 76 i& +0.35 77 90 7665 176 

Mar 77 IS *0.35 78.40 77J35 5.490 

Apr 77.75 +0.35 79 50 77.70 63 

MB| 78.20 +0.40 7920 78.15 570 

Jan 7850 *0.35 79.40 7B.B0 32 

TOUI 7,063 

PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Prices supplied by N M floth3chW) 


Qo«(Tray oz) $ prtca £ equiv SFr equiv 

Close 290.40-29030 

Opening 29125-291.75 

Morning fbt 291.90 179.85 43527 

Afternoon fix 291.00 178.91 434/16 

Day's High 29130- 2S3.?0 

□ay's Low 289.90-29030 

Previous dose 28160-269.10 

Loop Ldn Mean CtaW Lendfaig Rates (Vs USS) 

1 month _3.79 6 months 3.67 

2 months 3.75 12 months ..3.88 

3 months 3.71 

Saver FU p/troy oz. US CB equiv. 

Spot 35660 579-50 

3 months 356.05 57530 

6 months 357 25 575.15 

1 year 357.50 570 65 

Gold Coins S price £ equiv. 

Krugerrand 292.5-295.5 179-181 

Maple Leaf 

New Sovereign 68-71 42-44 


E equiv SFr equiv 


179.85 43537 
178.91 434/46 


JM 3625 +4.0 - 39 42 

Apr 3785 +4.0 379.0 3769 1,353 9,513 

Jul 3751 +4.0 3739 3730 3 560 

Oct 3741 +49 371.0 3719 3 331 

Total 1,396 10555 

M PALLADIUM NYMEX (100 Troy oz.; S/troy oz.) 

Mar 23390 +255 235.00 23130 712 3,509 

Jufl 22890 +265 20130 20150 24 295 

Sep 22590 +2.85 4 

Total 738 4,191 

M SILVER COMEX (5900 Troy oz; Cents/truy «J 

Jan 577.3 +13.0 5759 5759 5 83 

FU 578.8 +139 5749 574.0 - 2 

Mai 580.3 +139 5815 566.0 10.463 57,530 

Hit 581.6 +132 582.0 5719 493 6,748 

M 5809 +13.4 577.0 573 0 52 7,675 

Sep 5802 +13.4 8 3,102 

ToW 11,394 92,731 

ENERGY 

M CRUDE on. NYMEX (1,000 barrofa. S/beeraO 

Latest Days Open 

price change Mgb Low Voi let 
Mar 1890 -006 1057 1030 81963 1228ft 

Apr 16.70 -0.07 1076 1058 11980 45334 

Ma| 1696 -093 17.00 1085 3,514 20582 

Jan 17.18 -0.04 1790 1796 1840 39934 

JIM 1795 -0.04 1797 1727 1,630 18,001 

Aug 17.45 -0.10 1753 1745 312 14.432 

ToW 142,143 42*389 
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330.75 

-250 34200 33750 

1535 15280 

Her 
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-11 

1594 

157810390 29553 

Ml 

57.150-0175 57.800 57.075 4.149 

Jtd 

34725 

-225 35050 34650 

2543 21525 

Hqr 

1817 

-10 

1626 

1613 2539 26594 
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50075+0075 50450 55425 2414 
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352.00 

-4.25 35650 35200 

92 

VS7 

M 

1650 

-7 

1658 

1645 441 5588 

Jpo 

63.600-0050 64400 61500 1,058 

Dec 

moo 

-175 37000 36100 

154 

3548 


1678 

-9 

1680 

1673 517 5.782 

JM 

61450-0475 01800 61400 311 

-M 

366.00 

-400 

9 

22 
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1707 

-12 

im 

170B 1352 11584 

Are 

01425-0150 SIjBOO 01400 61 

Total 



12JM1 

®*i®8 
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1738 

-12 

1745 

1745 50 9.412 

Oct 

90350 -0.050 50500 58450 28 

■ MAIZE CBT ftOOQ bu min: cents/56fc bushel} 

TOW 




f7J»5 91518 

Total 

0534 


CRUDE OH. I PE {S/berreQ 

latest Day's 
Mice change Mgh 

«r 1593 -0.08 15.41 

r 15.50 -094 15.56 

If 15.70 -098 15.79 

O 1590 -aOG 15.96 


Open 

tor W H 

15.18 11,011 89928 
15.40 7912 29.432 
15.62 2934 16990 
15.79 5996 21.057 


MR 278.00 -225 27800 375.25 41.357145924 
May 281.75 -250 283.75 281.25 9953 60.674 

JH 206.50 -2.75 289 00 286.00 7.065 66902 

Sap 28190 -225 283.25 28125 880 8.902 

Dec 28190 -200 283.00 28090 3999 38,461 
Mar 28725 -200 28890 28625 82 1938 

ToW 81,788 323908 

M BARLEY 1 UFFE (100 tonnes; £ per tonne) 

Jen 74.00 +0.40 16 

Mar 75.50 +4140 7590 75.50 30 1 247 

May 7790 +0.40 34 

Sep 78.50 +090 6 

Ho* 80.40 +090 - - - 155 

TOCal 35 1996 

M SOYABEANS C8T fetPObn met Cfltt3«t)to tosftflQ 

Jan 660.00 -1100 67825 659.00 831 506 

Mar 6B025 -525 674.50 568-50 38.717 59.434 

May 67190 -6.00 87790 570.00 4,137 28.100 

■M 574.75 -690 680.00 673.00 4.729 29.145 

Aug 674.00 -5.50 67890 67390 205 4.752 

Sap 65890 -5.75 66490 657.00 91 555 

Total 59,04 135,197 

M SOYABEAN OtLCBT (60 JOCTta: centa/lb) 

Jan 25.18 -0.07 2597 2520 506 328 

Mar 25.64 -091 25.70 25.45 24.432 58.021 

Hoy 25.92 +001 2690 2573 4.852 21.124 

JM 26.09 -0.01 26.12 25-85 2,033 169S7 

Aug 25.98 +601 2600 2590 417 4.437 

Sep 25.75 -0.12 25.90 2595 390 1,696 

Total 33^87100531 

■ SOYABEAN MEAL CBT (100 torts; S/ton) 


Jul 

1O0B -046 

16.16 

15.96 

586 13426 

Jai 

193.8 

Aog 

1647 -004 

1643 

15.24 

280 

5,495 

Mar 

193.6 

Total 




nta 

ala 

■ay 

1925 

■ HEATING OIL NYMEX (41000 IE gsHs^ OUS gaBsj 

id 

Aug 

Sep 

1944 
194 ji 


Latect Raj's 




Open 

195.1 


price change Mgb 

Leer 

Vol 

M 

Total 



Ml 46 50 +O.I1 46.50 

Bar 46.B5 - 46.95 

Apr 47.00 -0.10 4710 

Hay 4725 -0.10 47.40 

Jai 4795 - 4790 

Jul 48.15 - 48.40 

Total 

■ GAS OH. re Strung 


4690 16.172 45932 
4625 9JJ91 40911 
46.75 3,622 18987 

47.10 1.707 11,950 

47.45 991 15920 

48.10 1.757 10,514 

3S9721779B3 


Total 31,793 113932 

H POTATOES UFFE (20 tonnes C par tome] 


Open 
vu lot 
330 736 

176 2.82S 
5.490 33,120 
63 1987 
570 5998 
32 1.741 
7,063 69,130 


S«t Day's Open 

price change rfigh Lam M M 

Ft* 14190 -1.25 141.00 13450 4952 27959 

Mar 142.50 -195 142.50 14195 3,440 13938 

Apr 144.00 -125 14495 14325 1,143 9.42S 

May 14590 -1.50 1*600 14590 549 5904 

Jw 14790 -1.50 14890 146 75 580 13,178 

Jul 14950 -190 149.75 14990 657 3940 

ToW 0990101938 

■ NATURAL QAS red flOQfeW^paB pg fgm) 

Ft* 14.330+0930 - 3,340 

Wtar 11940 -0.010 - 1910 

Total 255 12JJ7B 

■ NATURAL GAS HY MX (10900 awBt t; StatOn) 


Mar 

B3J) 

- 

- 

- 

- 

_ 

Apr 

94.0 

-7.0 

100.0 

944 

82 

1.108 

Key 

104.0 

-7.0 

105.0 

105.0 

10 

67 

Jut 

114.0 

-7.0 

- 

— 

- 

— 

tew 

54D 

- 

- 

- 

- 

3 

Total 





92 

1418 

M FREIGHT IBIFFEX) UFFE tSIQftndw point) 

Jan 

1105 

-17 

1120 

1105 

54 

518 

Fab 

1085 

-25 

1100 

10S5 

21 

254 

Mar 

1130 

-21 

1145 

1130 

41 

350 

Apr 

1155 

-15 

1170 

1155 

51 

481 

M 

1035 

-20 

1035 

1035 

2 

129 

Tab! 

Ctaae 

Pnw 



180 

14*3 

BR 

1131 

1144 






Latest Dayfa 

price change Hfafa Low 
2.106 -0.000 1130 2975 
2100-400? 2.114 2960 
2122+0.002 2130 2990 
2145+0.010 2145 2130 
2160+0412 2160 2139 
2180+0915 2180 2156 


Dpw 
Vol tat 
83922 33.027 
13951 31.088 
4J302 16981 
1958 11,367 
798 10915 
1935 9919 
59920194461 


a UNLEADED QASOUNE 

MWBX (41000 UBoaPajcAB safe) 


latest Key's 
price change tggfh 
5095 -450 6096 
50.05 -046 51-25 
53.65 -438 53.90 
5490 -0.36 5425 
54.00 -096 5420 
53.80 -026 54.10 


Open 

in hi u 

5420 13.151 27J66 
50,60 7905 27228 
5395 2993 16945 
5390 1,7?) 11,440 
5395 1907 8921 
53.80 581 7981 

27948108948 


PULP AND PAPER 

■ PUtPEX OMLX (USS: 24 air diy tons) 

Salt Deri* Open 

price change Ugh Lew VN tat 

Mar 484 OQ +4.75 480.00 4820(1 68 394 

Jan 50390 +0.75 50990 50200 120 370 

Total 189 764 

FUTURES DATA 

AS lutuns data supplied by CMS. 


Minor metais from Metal BuBetin 

European free marftet $ per t> m warehouse, 
unaw omerwi&e sued Has; wash's In Orach- 
es. when changed). Antimony: 99.65%, 3 
per tonne, 1,680-1.750 (1.550,-1.820). BJe- 
rautfi: min. 9999%. tome Iota 3.15-395 
(3.00-390). Cadmium: min. 9995%. cents a 
pound. 3090-3590. Cobalt W) free marta. 

909%. 25.00-2590; mn. 999%. 1890- 
1890(1790-1890). Mercury: rrtn. 9999%. S 
per 76 lb Desk. 140-160. Molybdenum 
drummed moiyfidlc adds, 1700380 090- 
395 J. Selenium: rrtn 99.5%. 2.00-390. Tung- 
sten ore: standard min. 65%. 5 per taW Uril 
(iOk0 wa„ OF. 40-52. VaimSuK min. 98%. 
CF, 690-6.60 (596-6.15). Urentanc Nuance 
mresweted exchrv+ro <rtue. 995. 


■ COCOA pCCO) (SDR's/lorme) 

Jtai SO Price 

Dad 125293 

■ COFFEE UFFE (5 tonnes: SAonna) 


Pm. day 

1338.17 


Jan 

1B23 

-4 

1855 

Mar 

1763 

+10 

1780 

Mpy 

1725 

+14 

1739 

Jnl 

1708 

+14 

1718 

Sap 

1591 

+13 

1700 

tew 

Total 

1686 

+13 

1690 


Nov 1686 +13 1690 1690 10 50 

Total 13058 31034 

M COFFEE ■€' CSCE g7,500tos: cents/ttal 

Mar 177.50 -095 180 50 1739010.489 14007 
May 10735 -1.60 170.50 16660 2331 4643 

Jut 153.65 -1.85 18200 15990 560 3,058 

Sep 151.50 -2.50 15590 151.00 380 1937 

Dec 144.00 -225 14790 143.00 197 1926 

Mar 13820 -205 14190 141.00 1 333 

Totrt 13968 31934 

M COFFEE (ICO) (US canta/pound) 

Jan 20 Pm. day 

Crap. da*7 134.11 129.06 

15 day average 12798 124B5 

■ WHITE SUGAR UFFE (50 tonnes; Srionoe) 

tar 2983 +0.8 299.1 2945 1965 21,772 

May 3009 +0.1 3020 299.1 859 11907 

Aug 303.6 -02 304.8 301.7 200 4988 

Oct 2982 +41 2992 2979 301 4368 

Dec 3009 +02 301.0 3W 0 52 367 

Total 3283 44019 

M SUGAR -IT' CSCE (112.000fc3; cantsObs) 

Mar H28 +0.16 11.30 11.1320905 64955 
May 11.08 +0.09 11.10 10.94 9,691 45914 

M 1DJ37 +405 10.98 1094 5,766 24066 

Del 10.99 +0 05 1099 1485 3946 35.708 

Mar 1499 +0.05 1098 10.90 4,109 9215 

May 1493 - 1094 1492 133 1.701 

TOW 44271 204293 

M COTTON NYCE (50.000tbB: oents/lbs) 

Mar 66.13 -0.25 6470 65.85 7.167 38947 

May 67.60 -424 6415 67.45 2196 15912 

Jrt 6901 -415 6990 68 SO 1.792 15953 

Oct 71.00 - 7125 70.95 141 1.710 

Dac 7205 -0 08 7235 7200 1989 15,785 

Her 73.05 -013 7325 7325 30 641 

Total 13936 89257 

■ ORANGE JUICE NYCE 11S.O0Ct»; cenB/bs) 

Mar 9520 +1.10 10250 9300 1998 22218 

May 9410 +120 101.90 95.90 728 6962 

Jul 101.00 +1.15 10495 99.20 722 4294 

Sap 10390 +1.0S 107.85 10220 580 2466 

flOV 10690 +1 00 108.00 10590 615 2255 

Jai 10490 +095 111.00 10490 28 015 

Total 4278 38211 


VOLUME DATA 

Open inmet and Volume asm s/town lor 
contracts fraded on COMEX, NYMEX. CBT. 
NYCE. CME. CSCE and (PE Crude OH am 
one day in anaars. Volume & Open Interest 
totals wa tor all traded months. 

INDICES 

H Rantare(Baae: 18/9/31 = 100) 

Jan 21 Jam 2D month ago year ago 

1760.6 1744.3 1753-2 1B33.0 

M CRB FuftmM (Base; 1967 ^ 100) 

Jan 20 Jan 18 month aan year age 

229.19 228.69 

M GSC1 Spot (Base: 1970 = 100) 

Jan 20 Jan 19 month ago year ago 

170,50 170,01 179.02 210.96 


year ago 

210.96 


LME WAREHOUSE STOCKS ttewaee} 

AJumMum -2.475 to 

606.550 

Aluminium afloy 

-360 

to 

•*2.760 

Copper 

+475 

to 

340550 

1 

-26 

to 

110.725 

Nfckd 

+114 

to 

65JB8 

Zsre. 

-375 

to 

487.075 

Tin 

-16S 

to 

12.7J0 


■ PORK BHJJES CME (40 J00to3; centa/tat) 

Fell 47.750-4100 49.100 47.650 1,168 4J54 

Mar 47.125-4100 44000 47900 497 1959 

Bar 47275-4150 44550 47.175 168 1.407 

Jul 47900 -0900 44650 47900 86 791 

Aug 45.025-0900 45.900 45.025 6 174 

Total 1927 9980 

LONDON TRADED OPTIONS 

Strike prtca S tonne — CaSs — — Puts — 
M ALUMINIUM 

(99.7%) LME Feb May Feb May 


■ COPPER 
(Grade A) LME 


1 BOO 

M COCOALFFE 

1025 

1050 

1075 

M BRENT CRUDE 
IPE 

1500 

1550 


LONDON SPOT MARKETS 

M CRUDE (ML FOB (per barrel) +g- 

Dubel S13_0S-3-20x -0.375 

Brent Blend (dated) $1496-4.77 991 

Brem Blend (Mar) $1598-5.42 -0945 

W.T.I. $18929.55* -0945 

M OIL PRODUCTS NWEpmnpt defray CF (urns) 


33 

77 

15 

42 

SO 

63 

26 

54 

11 

52 

42 

67 

Feb 

May 

Feb 

May 

82 

117 

12 

42 

32 

88 

31 

62 

13 

65 

62 

68 

Mar 

May 

Mar 

May 

100 

124 

37 

96 

72 

101 

59 

126 

54 

81 

01 

156 

Mar 

May 

Mar 

May 

38 

72 

15 

25 

25 

57 

27 

35 

17 

45 

44 

48 

Mar 

Apr 

Mar 

A Iff 

60 

110 

28 

42 

34 

- 

53 

- 

18 

44 

- 

- 


Premium GasoBne 

$171-173 

-2 

Gas 08 

$141-142 

-1 

Heavy Fuel Oil 

$68-70 

-2 

Naphtha 

$153-154 

-2 

Jet fuel 

$159-161 

-1 

Diesel 

$146-148 

-1 

M NATURAL GAS (Pence/them) 


Boston (Feb) 

14.30-14.35 

+0.05 

Petrttaum Argun. Tal. LomIbu 10171} 35B 97B? 

M OTHER 



Gold (per troy oz)i 

S28CL65 

+180 

Stiver (per troy oz)* 

57850C 

-0.50 

RaHnub (per tray oz.) 

$377.00 

+150 

PaJtadlum (per tray ozj 

KXXlOti 

*2.75 

Copper 

B2.Dc 


Lead (US prod.l 

45.00c 


Tm (Kuala Lumpur) 

22.15r 

+0.74 

Dn (New York) 

254.5 

+&0 

Cattle (Bve weight) 

87.04 p 

•0E7’ 

Sheep (We weight) 

83.63p 


Pigs (live welghtJt 

62.70p 

-i.ir 

Lon. day sugar (raw) 

$209.60 

-2.40 

Loa day sugar (wt^ 

$296.30 

■0.70 

Barley (Eng. feed) 

Unq 


Matre (US No3 Yatow) 

£109.00 


Wheat (US D»k North) 

Unq 


Rubber (f etal V 

49.00p 


Rubber (Maiflp 

49.00p 


Rubber (KLRSSNol) 

312J50m 

♦iaoo 

CoconuJ 01 (Ph*0§ 

51O0y 

-15.0 

Fatal OMMalay.fi 

5600 

+10.0 

Copra (Prtl)§ 

S38S.0y 

-15.0 

Soyabeans (US) 

1B2.0 

+2.0 

Cotton Ouflodi'A' indw 

70.80c 


Woottops (64s Sbpari 

389p 

+2 


ctasa - Change m mm. teased an 1.757 Im* 4 af Ms 
sau, 



CROSSWORD 

No. 9, 5 87 Set by DANTE 



ACROSS 

1 Du Maurier's novel head- 
gear (6) 

4 Savoury paste for a feast (6) 

5 In faimass, it's simply very 

cold water (7) 

9 Rugby player is cra f t y one 
of a pair (3-4) 

11 No running in race for men 
only? (10) 

1 2 Lock up silver in church (4) 

13 Combine may lose identity 
(5) 

14 The spirit of America (8) 

16 Bird takes fruit by door (S) 
18 A trimming of lace, one 

gathers (5j 

20 One vessel accommodates 
one rowing crew (4) 

21 Bore, a title difficult to get 
rid of (10) 

23 Restricted to one sort of 
company (7) 

24 Opposed to profits at outset 
(7) 

25 Magnetic holder (6) 

28 It has a certain current, 
value (6) 

DOWN 

1 A group of companies given 
credit (5) 

2 Number turn out green, it 
would appear (7) 

3 A Schubert composition? 
Capital! (9) 

5 Currently it carries a high, 

charge over the country (§) 


6 I teach new apprentice to 
be morally correct (7) 

7 Application for transport 
(9) 

10 Game place for house-hunt- 
ers? (5.4) 

13 Savage criticism comes 
from supporter of steady, 
brushwork (9) 

15 Device for making very 
large pies rise (9; . 

17 He toils in far from f riendl y 
fashion (7) 

19 Commanding officer tried 
new explosive (7) 

21 Love seeing bees in the 
wild that are plnmp (5) * 

22 Experience trouble In a test 
(5) 


Solution 9,586 
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LONDON STOCK EXCHANGE 


Earnings fears cast a dark shadow over shares 




MARKET REPORT 


By Stove Thompson, 

UK Stock Market Editor 


Hie threat of serious damage to 
corporate earnings from the eco- 
nomic and financial turmoil In 
Asia shackled the UK equity mar- 
ket yesterday. 

The Asian effect, already seen 
in numerous ear ning s down- 
grades of stocks with obvious 
links to the region - such as 
Standard Chartered and HSBC - 
was felt sharply yesterday on 
both sides of the Atlantic. 

At the end of a highly volatile 
session, marked by hectic arbit- 
rating between the future and 


cash markets and talk of some 
eccentric prices on the electronic 
order book, the FTSE 100 had 
dropped 5.9 to 5.273L3. The market 
had reacted to a series of pro- 
gramme trades, nwifpd to institu- 
tional portfolio rebalancing. 

Dealers insisted that the UK 
was mostly well underpinned, 
noting revived talk of takeover 
moves in the insurance sector, 
mostly focused on Guardian 
Royal and London & Manchester, 
plus talk of a twin bid from the 
US for Vodafone and Energis. 

There was steady institutional 
support for the seco nd lin ers and 
smaller stocks. The FTSE 250 set- 
tled 4.9 firmer at 4325.8, while 
the SmaUCap rose 2.0 to 236L2. 


Leading stocks were constantly 
pressured after an uncertain 
opening, especially as Wall Street 
looked shaky in early trading in 
the wake of IBM’s warning about 
first quarter earnings. 

The Dow Jones Industrial 
Average, which delivered a pow- 
erful performance on Tuesday 
evening, went into reverse yes- 
terday, sliding 50 points within 
minutes of the opening beH Not 
long after London closed, it fell 
in excess of 100 points. 

A rather complicated picture 
far UK stocks was compounded 
by conflicting domestic economic 
news on retail sales and M4 
money supply for December. 

Retail sales for the most impor- 


tant sales period of the year 
showed a surprising 0.1 per cent 
month-on-month foil, although 
that was after a substantial sea- 
sonal adjustment. That data - 
evidence, on the surface, of an 
economic slowdown - was offset 
by a jump in M4 money supply 
growth to 11.2 per cent 

Gilts responded strongly to the 
figures, although the debate 
about the need for a further 
increase in UK interest rates is 
far from over, sterling, mean- 
while slipped back, notably 
against the D-Mark. 

London’s performance was all 
the mare disappointing In that 
the pharmaceutical sector mostly 
continued to make rapid prog- 


ress. It was set alight an Tuesday 
by the revelation tha t SmithKhne 
Brcrhnm h as held merger folks 
with American Home Products. 

At its best, in midmcaning, the 
index recorded a 19.2 gain, get- 
ting to within 2.7 of the 5300 
marfc, while at its. worst, 5330.6. 
it posted a foil of 47.6. 

The daily turnover figure con- 
tinued its recent good run, pass- 
ing Tbn far the second consecu- 
tive session, once again boosted 
by corporate activity. The battle 
for control of Allied Colloids 
ended with Cfb& of Switzerland 
victorious after it topped the 
offer from Hercules. Turnover in 
Ante d Colloids accounted far 8 
per cent of the total 
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FTSE10Q ; 5272J3 
FTSE 250 . 4825.8 

FTSE 350 2S26.7 

FTSE All-Share 246656 

FTSE Afl-Sham yield 3.T5 


ct w)- 33053 

FTSE Mon-Fins p/e. 2055 
FTSEIOOFut Mar 52900 
TbyrGKytaM 6.1B ■ 

Long aiK/aqufty jM- ratio .137 


Bast p a fam l ng s a ct e ri 

1 Extacttve bids : 

2 Badridty ; » — : 

3 Ra taB arezFood 

4 Household Goods a Texts __ 

5 Healthcare — 


Wont performing sactors 

1 Pharmaceuticals 

. 2 •' Consumer Goods 

O DtebrsHted teds — 

4. Dtetributcrs — 

5 Breweries: Pubs & Best _ — _ 


Insurers 
bid talk 
revived 


By Peter John, Joel Kifoazo, 
Martin Brice and Melanie 
Senior 


Consolidation was back on 
the agenda in the insurance 
sectors as word whipped 
through the market that Bri- 
tannic was on the verge of 
moving in on London & 
Manchester. 

The possibility of a bid 
between the two has been 
around for some time but 
was revived by the $3.5bn 
tie-up earlier in the week 
between two US companies 
- F&G and St Paul 

London's shares closed 12 
higher at 553‘/ip to ensure a 
10 per cent gain since the 
start of the year, white Bri- 
tannic lifted 20 to £11.65. 

Guardian Royal Exchang e, 
one of the longest s tanding 
takeover candidates among 
composite insurers, jumped 
ll 3 /« to 383p, as US Investors 
anticipated corporate activ- 
ity and the buying coincided 
with a shortage of available 
stock. GRE is seen as provid- 
ing a perfect merger partner 
for Commercial Union. The 
latter rose 13 to 919p. 

Legal & General was also 
keenly sought but dealers 
said the rise of 21% to G21p 
represented switching out of 
Prudential following Tues- 
day's disappointing sales 
data. Pru fell 20 to 750p. 

Among property stocks, 
MEPC rose 12 to 577%p, 


ahead of today’s annual 
meeting and trading update. 

Merrill Lynch recently 
advised clients to “accumu- 
late” the stock saying, “We 
think the long period of 
NAV [net asset value] under- 
performance Is over, 
although there are some 
risks of further disposal pro- 
visions.” The broker also 
said: “A succes sfu l oversees 
sale, and a good successor to 
the chairman , could improve 
the rating significantly." 

Elsewhere in the sector, 
there was demand for Land 
Securities, which helped the 
shares gain 17 to £10.77, a 
new closing high for the 
stock. Great Portland 
Estates rose 3% to 276%p, 
while British Land hardened 
a penny to ?42p. The three 
stocks are favoured by Nick 
Glydon, technical analyst at 
broker Robert Fleming: 

The internationally traded 
oil majors shrugged off a 
persistently weak crude 
price and a slipping US stock 
market and focused instead 
on sparkling figures from 
Exxon. A doubling of down- 
stream profits and 89 cents 
of earnings, against forecast 
of 75 cents, saw Shell Trans- 
port lift 1% to 4iiV»p - its 
Shell OIL subsidiary reports 
tomor ro w. BP, more affected 
than Shell by the recent oO 
price worries, recovered lGVi 
to 8UVip. 


sentiment. However, one 
broker said the company's 17 
per cent revenue exposure to 
Asia could restrain the stock 
ahead Of the trading state- 
ment expected with the full- 
year figures on February 10. 

The loss of a big account 
for GGT. only a few months 
after the advertising group 
merged its two London agen- 
cies and less than a year 
after it acquired French 
agency BDDP for £96m. sent 
the shares spiralling down 80 
to 123 %$>. 

Brokers said current foil- 
year profit forecasts were 
likely to be scaled back from 
£20m to £15m and the loss of 
the Procter & Gamble 
account raised doubts about 
GGTs brand valueJn the 
exploration and production 
sector, corporate activity 
speculation continued to sur- 
round Lasmo. The talk of a 
US bidder was not taken 
very seriously but reminded 


investors that valuations 
were falling to attr act i ve lev- 
els. "The sector is not on red 
alert yet - but it is .on 
orange alert,” said one col- 
our-conscious dealer yester- 
day. Lasmo closed 2 lighter 
at 248p. 

The prospect of almost 
£1.5bn pouring into the 
second-line index because of 
the Allied Colloids takeover 
battle helped the FTSE 250 
remain in the black. 

Ciba Speciality Chemicals 
announced an. agreed 205p a 
share cash offer for Allied 
Colloids. The offer scotched 
the attempt by Hercules of 
the US to secure Allied and 
was accompanied by hefty 
buying in the market Tom- 
over in Allied was 92m. The 
shares added VA at 20lp. 

Stagecoach Initially bene- 
fited from the move towards 
stocks that would escape 
c ur re n cy turmoil. Sentiment 
was also helped by a report 


FUTURES AND OPTIONS 


earlier this week that the market yesterday." rwawiw wriwiw 

suggested the rolling stock Shares to the fonimr Jumped ^ . .. 

leasing companies - roscos - 14% to 337p on the talk but - FraE * w ^ . "wweggiFFgeasperMwrepB jnt. 

should not be brought under profit-taking in the fotfor left Op* 1 SatipiiM Chang* • High tire Eat. voi open m. 

the net of the rail regulator, it trailing 5% to 4SJ%p. 5311X0 Jg«j“ 6911X0 a23ao ■'"g 21 

However, the announcement Mo Unto jumped 38 to _ IU L : 

by the government just 791p after recent, big, Asia- , ■ ™Eawiw»«4iTtoiesftj(^CT0^ iiij | 

before the close of an related foils in the shares. “"T • ■ “ 4si^o +s-° . 

inquiry into whether the ros- The company also reached 

cos should be regulated, saw agreement with Japanese , cniE l L . unr urjm ^ ' l , -■ . 

the shares fall 28 to 777%p. steel on higher prices * T ^ 10ona ^, op1 ^g- gF ^^*) qQ ^ MlfK> ” 

The rocky ride for for iron are deliveries. *1°° 5180 swo ■ «w saw swr. 


4912.0 +5.0 



■ FTSEIOO ntPCC OPWCW friFFEfrfSg* ) glP per ft* Index poW 


The rocky ride for for iron are deliveries. 8100 5180 sbpo ■ «ao. sane saeo ■■ awo -.mot 

Railfrack conimued ahead of Eidos soared lffi% to » zSjtS* £ £ £ /&,& m ww* iE» £& & 'nr 


FT 30 INDEX 

Jan 21 Jan 20 Jan 19 Jan 18 Jan 15 Yr ago -High *Low 

FT SO 33058 3297.4 331 ZJ 3327.0 3301.1 2842.5 34903 26805 

Ord. <Sv. yWd 3.31 3JS 3J7 357 340 4.09 022 389 

P/E ratio net Z1.40 2105 21.49 21.54 21.31 17.42 2283 1580 

P/E ratio rtf 2121 2087 2120 2184 21-02 17.25 22M 15.71 

FT SO atnea i M U P to to t Ngh 34305 18/1007; to* 04 2B4W+0- Bn* DMK 1/7/2&. 

FT 30 hourly chmgm 

Opan a 10 11 12 13 14 IS IS Ugh Low 


Renters rises 


32974 33098 32814 S304J 3300.1 329S.1 32994) 32900 33034) 33108 32778 


Jan 21 

Jan 20 

Jan IS 

Jan 16 

Jan 15 

Yr ago 

SEAQ basgaina 


68899 

68858 

7527T 

50638 

40081 

Equity turnover ffm)t 

— 

22388 

26478 

25708 

25028 

1140.1 

Equity Uamahint 

- 

57805 

584)12 

50774 

48894 

22,713 

Stwraa traded (mOt 

- 

702.6 

10002 

7688 

7258 

390.0 


jwuuraca bhiuuh b i oueau ui ouarea to F* ZTT^TW, 235 07 2B6 Iffl lB/lj 120 135 140 H7>a 1B4 83*2 153 61% 224 

publication of the govern- 872%p, the thutt-largest rise Mr 155 Tn nShzxkiKih m 2i2i 2 iffi 234 wihi&himi 202 
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derived from cruises and 
property investment. The 
company itself said yester- 
day that price rises an ship- 
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helped by an “add” note 
from NatWest Securities. 

The busiest stock among 
smaller companies was Her- 
ald Investment Trust, which 
traded 9.8m after a recom- 
mendation from CSFB. Hie . 
shares gained 2% to 141p. 

In telecoms, rumours sag- 
gesting US telecoms giant 
AT&T was planning a bid for An^reli p* 
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Simply subscribe to the Financial Times. There’s no better way to keep abreast of all tbe 
important events that affect your business. Whether the subject is political change, 
economic and financial events or technological breakthroughs, the FT provides you with 
invaluable information and insight to help you reach better business decisions. 
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Subscribe today. You will enjoy considerable savings on the regular newsstand price, 
and you will receive four weeks of the FT (24 issues) at no extra charge. More important, 
however, you will be prepared for tomorrow. 
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Rockwell’s Collins brand 
is a world leader in 
avionics for commercial, 
regional, military and 
business aircraft. 
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US earnings woes depress equities 


WORLD OVERVIEW ■ Japanese c-quitie^ 


Worries about Asia and the 
trend of US earnings were 
back at the top of the agenda 
yesterday, sparking early 
profit-taking on Wall Street 
and depressing European 
equities, writes Jeffrey 
Brown. 

IBM's revelation late on 
Tuesday that stuttering 
Asian demand would depress 
earnings for the first quarter 
of 1998 cast a cloud over 
markets from the outset. 
The cloud darkened signifi- 
cantly following a similar 
warning yesterday from SGS 
Thompson, the French chips 
producer. 

Both companies clearly 


Mfctai 225 Average 
20,000 


Outsiders 
exploit 

, but no shortage of worst of the Japanese earn- . 

nances telling a story omy is now over. lllUUXlCjldll 
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14X00 

Aug 

Source: OumeraflCV . . 

have deep reservations 
about the way forward In 
Asia. SGS saw demand 
weakness in the region “put- 
ting extra pressure on prices 

and and weighing heavily on 
turnover”. Its shares fell 7.5 


per cent, but recovered late 
In the day. 

Asia itself gave a mixed 
response to the IBM warn- 
ing. There was clear weak- 
ness in centres like Taiwan, 
where electronics are a core 


sector, 

performances 
of continued recovery, nota- 
bly Japan. 

Tokyo pushed higher for 
the sixth day running to 
extend the rally on the Nik- 
kei 225 Average to almost 14 
per cent, with Japanese rhet- 
oric about financial reforms 
- notably those clearing the 
way for financial consolida- 
tion - continuing to fuel buy 
orders. 

. For all the talk of techni- 
cal bounce, some brokers are 
beginning to describe Tokyo 
in "off the bottom” terms. 

Edmond Warner, global 
strategist at NatWest Securi- 
ties, says there are signs of a 
turning point given that the 


There will be more bank- 
ruptcies and 12 mon t h s 
hence it is likely that many 
sector indices will be differ- 
ently constituted, he says. 

For example, Japan’s 
banks have i«nt $84-6bn to 
Asia - 10 per r-gpt more than 
the lending by German, 
FranCh, UK US . banks 
combined. 

However, Mr Warner is 
confident that some Japa- 
nese shares will be at the top 
of the global performance 
charts by the close of 1998. 

The return to old-fash- 
ioned stock picking is the 
truly hot trend right now, he 
says. 


discounts 

Foreign investors moved in 
on Indonesia’s Telkom yes- 
terday, seeking to exploit 
the differential between the 
utility's locally listed shares 
and doUar-denominated 
prices fn London and. New 
York, writes Jonathan Ford. 

Recent falls In the rnpfah, 
which dropped to a historic 
low of Bpl2JK)0 to the dollar 
yesterday, had left local 


Telekom Indonesia 


Slvpa j»fca» frr$ twins fr abaao d} 


Dow slides as 
IBM spooks 
investors 


Profit-taking and Asia 
push Frankfurt lower 


AMERICAS 


US shares fell steeply 
through the morning session 
after a profits warning by 
leading blue chip IBM late 
on Tuesday cast a shadow 
over trading, writes John 
Labate m New York. 

By 12:30 the Dow Jones 
Industrial Average had 
fallen 123.06, a decline of 1.56 
per cent, to 7.750.06. The 
broader Standard & Poor's 
500 index lost 13JJ6 to 964.74. 

“Talk about low convic- 
tion.” said Elizabeth 
Mackay, chief investment 
strategist at Bear Steams. 
Tuesday’s Dow had gained 
more than 100, but the mar- 
ket had given back nearly all 
of the previous day’s gains 
by early afternoon. 

IBM had warned that earn- 
ings for the first quarter of 
1998 would be below current 
expectations, due at least in 
part to Asian currency pres- 
sures. That gloomy outlook 
sent IBM's shares down 
more than 6 per cent or $7% 
to SIOOt^ yesterday. 

Investors sent several 
other Dow stocks lower as 
well. After a steep run-up 
yesterday, Merck fell $314 to 
$112£. JJ». Morgan, which 
failed to meet market expec- 
tations in its recent earnings 
release. lost $4£ at $100^- 

IBM’s warning put the 
market on alert about 1998 
earnings and the impact of 
the Aslan crisis again. 


“That's the focus,” added Ms 
Mackay. “Going forward, the 
same reasons for lowering 
estimates for the fourth 
quarter are still with us.” 

The Nasdaq composite 
index fell 11.07 or 0.7 per 
cent to 1,579.07. Bay Net- 
works plunged more than 10 
per cent or S3 to $26%. Some 
analysts downgraded Bay’ in 
spite of the fact that the 
company topped its earnings 
expectations for last quarter. 

In contrast to equities, US 
Treasuries gained ground. 
By early afternoon the long 
bond had put on £ at 104£, 
yielding 5.818 per cent 

TORONTO moved lower, 
taking its cue from the weak 
opening on Wall Street. Mac- 
Millan Bloedel bounced on 
restructuring news, but 
banks and most heavyweight 
industrials lost ground. Hie 
300 composite index was off 
22.05 at 6,487.40 at noon. 

MacMillan Bloedel pro- 
vided one bright feature of 
an otherwise uniformly dull 
morning session. The shares 
climbed C$1.05 to C$16.65 
after the forestry group had 
taken the wraps off plans to 
cut 2,700 jobs as part of a 
massive and wide-ranging 
restructuring. 

Elsewhere, the story was 
less upbeat. Toronto-Domin- 
ion Bank gave up 70 cents to 
C$51.15, Seagram lost 55 
cents to C$50.35 and Cana- 
dian Pacific 20 cents to 
C$36.90. 


Mexico dips early on 


MEXICO CITY slipped from 
the start, reacting to Wall 
Street weakness and ignor- 
ing a sharp cut in domestic 
interest rates. The IPC index 
was 103.44 lower at L58&3 by 
midsession. 

Investors were reported to 
be focusing solely on move- 
ments in the US market. 
Consequently, stock prices 
ignored a 132 basis point 
drop in 28-day Treasury bills. 
Analysts said there were 


suspicions that the fall in 
rates was the result of 
manipulation. 

SAO PAULO traded lower 
as traders digested news 
that market bellwether Tele- 
bras plans to split itself into 
fixed line and cellular tele- 
coms units next month. 

TelebrSs preferred shares 
fell 2.5 per cent to stand at 
RJ116.20, down R$3 by mid- 
session. Overall, the Bovespa 
index lost 205 to 9,363. 


Profit-taking, persisting 
concerns over Asia and Wall 
Street's weak openi ng com - 
bined to send FRANKFURT 
lower, the Xetra Dax index 
closed 60.36 or 1.4 per cent 
down at DM4.250.47. 

Talk of further consolida- 
tion and possible takeovers 
in the pharmaceutical sec- 
tor, however, sent drugs, 
stocks higher. Schwarz 
Pharma reversed a recent 
retreat, rising DM2.80 to 
DM135.80. while Schering 
gained DM4 to DM187. 

Merck was a smaller bene- 
ficiary, rising just 20pfg at 
DM63 after reporting strong 
sales and suggesting that 
Asia's financial problems 
were not having a big 
impact on earnings. 

AMSTERDAM moved 
lower as the dollar softened. 
Leading internationals held 
up well, but financials were 
weak and there was clear 
profit-taking among some of 
the recent better performers, 
notably Elsevier, which shed 
90 cents or 2.5 per cent to 
FI 35.30. 

Both Philips and Royal 
Dutch gained ground, adding 
FI 2.10 to FI 131.20 and FI 1.30 
to FI 107.20 respectively. 
Among heavyweight finan- 
cials, ABN-Amro gave up 80 
cents or nearly 2 per cent at 
FI 40.40. The AEX Index 
ended 2.81 lower at 950.40. 

PARIS saw an end to a 
six-session run of rises as 
investors judged the time 
right for a day of consolida- 
tion. 

The CAC 40 index finished 
10.23 lower at 2.99811. 

SGS Thompson tumbled 
FFr17 or 4.5 per cent to 
FFr363 as the semiconductor 
group reported a 35 per cent 
drop in 1997 earnings. It 
warned that Asian problems 
would continue to weigh on 
first-quarter earnings. 

Euro Disney jumped 55 
centimes or 7.2 per cent to 
FFr8.15 on news of a better- 
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than- expected rise in first- 
quarter revenues, reflecting 
higher theme park atten- 
dance and hotel occupancy 
rates. 

ZURICH finished a volatile 
session little changed, hold- 
ing up well in the face of a 
weak opening on Wall Street 
and the downward trend in 
neighbouring markets. The 
SM3 index finished 6.1 lower 
at 6,391.4, off a high of 6.433.1 
but up from a low of 6.355-2. 

Against the trend. ABB 
added SFr38 at SFrl.788 after 
the group, which has heavy 
exposure to events in Asia, 
announced a $190m US 
power plant order. 

Nestle dipped SFr6 at 
SFriL297 after it posted 1997 
sales towards the lower end 
of expectations. 

The food group said the 
Asia effect would hit 1998 
sales, expressed in Swiss 
francs, but that local busi- 
ness should develop well, 
even in countries hit by the 
crisis. 

Ciba Speciality Chemicals 
was under pressure on news 
that it had raised its hid for 
Britain's Allied Colloids. The 
shares lost SFr7 to SFrl62 on 
fears of a dilution in profits 
if the deal went ahead. 

MILAN lost ground in line 
with its neighbours, with the 
market coming off sharply 
towards the close on a fresh 
bout of profit-taking. The 


Industrials lift S Africa 


Shares in Johannesburg 
con tinned to rally with good 
gains for industrials and 
financials lifting the all 
share index by 62.3 to 
6,074.7. 

Financials jumped 1.8 per 
cent and Industrials gained 
0.9 per cent, adding 66.1 to 


7,208.6. Golds also stayed 
firm. 

The index advanced 7.5 to 
817.8 as bullion continued to 
harden. Among gold shares. 
Harmony rose 35 cents to 
R11.70 after the company 
returned to a profit for the 
final 1997 quarter. 
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Tokyo up for sixth time in a row 


ASIA PACIFIC 


Hints of delays to Japanese 
fiscal reform sent TOKYO 
ahead for the sixth day run- 
ning, writes Bethan Hutton 
in Tokyo. 

The Nikkei 225 average 
rose 317.89 to 16.684, after 
moving from an op ening low 
of 16,458.94 to a peak of 
16,752.35. The broader-based 
Topix index gained 12.03 to 
124422. 

The upturn was largely 
attributed to reports that 
Kolchi Kato, secretary- 
general of the r uling Liberal 
Democratic party, had made 
comments on Tuesday that 
suggested the government’s 
fiscal reform programme 
could be delayed if the econ- 
omy did not strengthen. 

Meanwhile, Eisuke Sakaki- 
bara. of the finance minis , 
try's International affair s 
section, said the government 
was considering intervening 
in the currency market. His 
statements had the effect of 
boosting the yen against the 
dollar in early trading, and 
helped get the stock market 
off to a strong start 

The construction sector, 
which could benefit from a 
reversal of the c urre nt tight- 
ening of the public purse 


strings, gained 5.2 per cent. 
Kajima was up YU to Y401, 
Taisei Y30 to Y295, and 
Shimizu Y14 to Y432. 

Other strong sectors 
included mining, up 6.1 per 
cent, fishing and forestry, up 
4.7 per cent, and sea trans- 
port, up 4 per cent Insur- 
ance slipped 1.2 per cent, 
after disputed reports that 
Moody's, the ratings agency, 
bad said three Japanese life 
companies could be on the 
verge of collapse. 

Turnover expanded from 
567m shares on Tuesday to 
about 720m. Gainers out- 
numbered losers 990 to 202. 
In Osaka, the OSE index 
gained 261.19 to 16,213.29 in 
35.9m shares. 

SEOUL was rocked by 
rumours that troubled car- 
maker Kia Motors could be 
taken over by Ford of the 
US. Five of the six listed sub- 
sidiaries of the Kia group 
saw their shares rise to the 
maximum permissible limit 
Kia Motors ended Won560 
higher at Won7,580. 

Kia Motors applied for 
court protection from its 
creditors last year, and the 
Korean Development Bank 
is due to take control 
through a debt-for-equity 
swap. 


In the past the carmaker 
has been linked with Daim- 
ler Benz, which holds a 
small stake. A Kia official 
said there had been no dis- 
cussions with Ford. 

Elsewhere, shares lost 
ground as foreign buying 
stalled and local Investors 
took profits. The composite 
index ended at 506.66, down 
26.88 or 5 per cent. 

Power utility Kepco was a 
particular victim, losing 
Worn .700 to WQD20.200. The 
company was among the 
first to see sustained foreign 
buying at the end of last 
year. Analysts said those 
investors were now taking 
profits. 

TAIPEI pushed higher in 
active T$157bn turnover. 
R anks rallied strongly and 
the overnight gains for US 
techs sparked strong 
demand for local electronics 
shares. The weighted index 
rose 190-97 or 2.4 per cent to 
8,098.65. The banks sector 
index gained 3-8 per cent 

BANGKOK rallied, easily 
making amends for Tues- 
day’s setback with a 19.07 or 
46 per cent rise to 432^6 on 
the SET index. There was 
said to be investor hesitancy 
in the morning followed by a 
return of foreign buying late 


in the session, Bangkok 
Bank rose Btl to BCT8.50. 
TelecomAsia added Bt3 at 
Btl7.25. 

HONG KONG lost 2 per 
cent unnerved by the fragile 
Indonesian rupiah and the 
uncertain outlook for the 
local economy. The Hang 
Seng index lost 186.90 at 
9.246.80 as the liquidation of 
CA Pacific Securities -follow- 
ing the winding up of Pere- 
grine Investments also 
weighed on sentiment 

Banks were hit as Gold- 
man Sachs underweighted 
the sector in a number of 
Aslan markets, Including 
Hong Kong’6. Hang Seng 
Bank lost HK&50 to HKS62. 
Against the trend. Hong 
Kong Telecom gained 20 
cents to HK$15.75 as the 
market welcomed its deal to 
smrender its international 
monopoly and add to its 
cash reserves. 

SYDNEY continued to 
move lower. The All Ordi- 
naries index came off 16.3 at 
2,622.8, down from a best of 
session 2.668.4 Banks were 
weak, with NAB sliding 51 
cents to AS21.13. News Carp 
jumped 51 cents or 5.7 per 
cent to A$9.4l after Morgan 
Stanley Issued a strong 
“buy" rating for the shares. 


Mlbtel index closed 213 lower 
at 18£72. 

Recent outperformed were 
in the firing line. Olivetti, 
which has risen 42 per cent 
so far this year on expecta- 
tions of a return to profit, 
lost L43 to Ll.334 Industrial 
holding company Cir. also a 
strong market of late, lost 
L144 to L2.064. 

MADRID slipped back 
after its recent record-break- 
ing run, but takeover activ- 
ity and spectacular gains for 
a market debutant helped to 

maintain interest 

Insurance giant Mapfre 
returned from suspension 
after announcing plans for 
its banking subsidiary to 
swap 20 per cent stakes with 
savings bank Ceja Madrid. 
Although analysts were cau- 
tious about the deal, inves- 
tors snapped up the shares, 
pushing thorn Pta250 or 6 per 
cent higher to Pta4,410. 

Elsewhere, financials had 
a mixed day. Banes to lost 
Pta45 to Ptal,650 after 
reporting lacklustre results. 

Market debutant Dogi. a 
textile company, soared 85 
per cent on its first day of 
dealings. The stock ended at 
Ptal.435, up PtaSTO. 

Written and edited by Michael 
Morgan, Jeffrey Brown, Jona- 
than Ford and Nicholas MHJer. 


so 


80 


70 


60 


GO 


40 


3 




V 




Tl 

iff y 


1 



. ' 

y Local quota - - . 


' • • JonouryiMS - 
SoanxDNMrMUqCV. ... 

shares trading at a wide dis- 
count to the company’s 
doll ar-q noted overseas 
shares. 

Most of the buyers were 
reportedly US brokerage 
houses, planning to repack- 
age the shares and sell them 
in New York as American 
Depository Receipts. 

“Foreign investors did 
arbitrage in Telkom as they 
bonghi the shares in the 
local market p lann ed to 
sell them overseas," said 
one local broker. 

Telkom shares rallied 
sharply with the buying, 
gaining Rp325 to Kp4,175 an 

52m shares traded. 

Shares in other Indone- 
sian heavyweights with dual 
listings saw similar move- 
ments. Satellite operator 
Indosai gained Rp3^425, or 
22.6 per cent, to RplS.680 
while mining group Tarn- 
bang Timah rose Rp500 to 
Rp7,500. 

Overall, the composite 
index gained 19.08 or per 
cent to 467.12. Analysts said 
the rise could be misleading 
because it was concentrated 
in these few large capitalisa- 
tion stocks. 


EMERGING MARKET FOCUS , 




India' s stock markets have 
just performed a gravity 
defying trick worthy of a 
flying fakir - although- they 
are now drifting back to 
earth. 

On Friday the Reserve 
Bank of India .raised inter- 
est rates by tyro percentage' 
points.. On Monday the 
benchmark ran? go index .of 
leading shares jumped. 98: 
points. It has since slipped 
back - but remains up cm 
its Friday close. 

What is; going on? “I have 
to admit, Fm baffled," said 
.the head of research at one 
Bombay firm of stockbro- 
kers. “The rise in Interest 
rates was mudh more 
severe than the market was 
expecting." 

Most analysts ' expected . 
shares to fall following the 
interest rate riseJt under- 
mined profits forecasts by- 
adding to the cost a£ bor- 
rowing, and it threatens to 
stifle India’s weak eco- 
nomic recovery. 

But the market greeted 
the news positively - con- 
cluding that the Reserve 
Bank was prepared to take 
firm steps to ensure that. 
India does not slide into a . 
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to changes in interest -rates 
in the same way as more 
liberalised markets. 

India's hanks decided hot 
to pass on the full increase 
hi “borrowing costs - trust, 
raised intaest rates by one 
percentage point Big cent 
parties expressed - confi- 
dence that they would am- 
tinue to be able to raise 
Kinds through 
paper allow interest rates. 
Meanwhile, bank -shares 
rallied on hopes that rising 
Interest rates would reduce 
pressure on. margins. 
.However, rate riseeelse- 
currency and equity crisis - where in Asia have-not 
similar to Asia’s tiger econ- . stopped currency wealcr»^ 
oroies. 

Last week this began to 
look plausible. The rupee 
fell to an. all-time low 
against the dollar - below 
Rs40 to the dollar — an d 
panic entered the foreign 
exchange and equities mar- 
kets. 

The panic is now over,. 

The rupee rose to 39 to the 
HfnTiar on Monday, and' has 
remained there. Analysts 
said currency stability 
would prevent an exodus of 
foreign investees from the 
market and encourage 
them to buy into the mar- 
ket with new year fund 
allocations. 

Other factors limited the 
impact of the rate rise. 

“India's capital markets are 
still compartmentalised," 
said Gul Teckchandani, 
chief investment officer at 
Sun F&C asset manage- 
ment. “They do not adjust 


overtime — and the Asian 
crisis is for franx over.i If 
the rate rise stands, ccaspa- 
.nies will struggle io realise 
expected year- end profits in 
the face of a general 8low : 
down in the economy. . 

This could .also -lead to 
mere bad lo ans at' I ndia's 
hanks. And exporters- wfB 
struggle against cut-price 
competition. But if -foe. rate 
rise is withdrawn-foe rtipbe 
could tumble again. Inflow 
of foreign capital looks 
unlikely in either scenario- 

“I think the market’s 

reaction waff wrong," said 
Sangeev Mohta. head: of 
research at HSBC . in -Bout 
bay. “There . is further 
downside. “ A correction 
could aireiad^ he /under 
way. Yesterday foft'J35E:30 
index fell 87.61 -to close at 
841834. 

Krishna Gnha 
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Generale Bank, a European leader 
in investment fund management 



Generale Bank is the leading investment fund manager 
in Belgium and one of the largest in Europe. 

Our success, based on the ability to satisfy custumers' 
requirements, is evidenced by our strong, in-depth, long- 
term performance record. 


Period* 

Rank* 

Category 0 

5 yrs 

1 - 

Best Fond Manager Group 

3yre 

2 -* 

Best Fund Manager Group 

lyr 

4 * 

Best Fund Manager Group 


Micropal Awards 1997 - Offihore Funds 



Generate Bank - a European banking group 
with its roots in Belgium 
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